


THE OUTLOOK 


Wages and Railroad Expenses—The Steel “Cut’””—Banking Situation Improves—That Reparation 
Problem—The Market Prospect 


signs indicating that the constructive influences at 
work are gradually tending to offset those of a less 
favorable nature. Latest freight car loadings show a steady 
increase: a better tone is evident in the steel industry and 
Also such industries 


NAY ig: conditions are still unsettled, there are many 


agricultural activity is in full swing. 
as automobiles, tires, woolens, silks and the various hide and 
leather trades are maintaining their recent gains. 

Most of the markets, commodities and securities, show the 


influence of a more hopeful feeling. The credit situation is 
slowly improving and, from a banking standpoint, the country 
is in a much stronger position than a few months ago. 
Contrasted with these favorable developments is the very 
large existing unemployment, the decline in foreign trade 
activities and the comparatively large amount of commercial 
liabilities resulting from the period of depression from which 
we are just emerging. On the whole, however, it is apparent 
that the forces leading toward complete recuperation are 
gradually becoming stronger and that the tendency broadly is 
upward. 
ae 
REDUCTION of the dividend of the 
Pennsylvania Railroad from 6% to 
4% had been pretty generally expected 
and was therefore productive of little or no 
surprise. The financial condition of the road as made public 
during the past two or three months amply warrants the action 
thus taken, although it does not make it any easier for stock- 
holders who are dependent upon the income derived from this 
source. One phase of the outlook is found in the fact that 
what is true of the Pennsylvania is likely to be true of other 
dividend-paying roads unless there is a prompt and effectual 
restoration of sounder conditions. The economies which have 
been introduced since the beginning of the year made the 
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March showing for the Pennsylvania a good deal better than 
the showing for January or February but is far from making 
it satisfactory. Economy thus far has been obtained through 
the abandonment of more or less necessary work, and this is 
true of most of the lines on which real effort has been made 
to save money. Of course a road which discontinues its 
betterments and repairs is merely laying up trouble for the 
future, since it must at some time or other incur the expenses 
which are thus only temporarily postponed. The situation 
more and more emphasizes the fact which is being currently 
brought out in hearings before the Railway Labor Board at 
Chicago, that no improvement can be expected unless there is 
an actual cul in operating expenses, which in the last analysis 
probably means a reduction in wages. The cutting of wages 
to correspond with the reduction in operating revenue would 
seem to be the only source of relief for the dividend-paying 
railroads. Se 
REDUCTION te action of the United States Steel 
IN STEEL orporation in announcing on May 4 
WAGES a cut variously estimated at from 20% to 
25% in wages has been expected for 
some time past, and was regarded as almost inevitable. In- 
dependent steel companies had already cut their wages, while 
they had preceded the Corporation itself in reducing theit 
prices to consumers. The reduction of 25% to 30% in 
steel prices which was made by the Corporation some weeks 
ago practically foreshadowed a corresponding change in its 
wage policy. Investment and speculative interests have re- 
garded this step as constructive in nature, believing that it is 
in line with the general trend of events in the industrial world. 
The cut in wages is certainly not greater than that which is 
taking place throughout the general field of industry and it 
represents only a relatively small proportion of the amount to 
which wages were advanced during the war period. Cer- 
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tainly the cut is not nearly.as great as the fall in wholesale 
prices during the past year, and it is probably not greater 
than the actual reduction in the average price of necessities of 
life. The recently published wage statistics that have been 
issued by Federal Reserve banks show that labor throughout 
the country is undoubtedly taking its share of current losses, 
and is assisting reaonably in the process of deflation. This 
action of the Steel Corporation does not place upon employees 
any greater sacrifice than that which the rank and file of 
workers have already borne, as is shown by the investigation 
teferred to.. The railroad industry almost alone is holding 
out against readjustment of wages, but such resistance can not 
be indefinitely continued. A reasonable restoration of lower 
levels of prices necessarily implies a somewhat corresponding 
reduction of costs. Wages at the present time are estimated 
to form from 80% to 85% of expenses in the steel in- 
dustry. Lower prices for steel which are regarded as es- 
sential to the resumption of building must therefore be regarded 
as closely dependent upon changes in wage conditions. 
* 8 & 


REPARATIONS HE hopes which had been entertained 
POSTPONE- when the new German reparations offer 
MENT was made known late in April have been 

dashed not only by the unfriendly reception 
of them by the Allied governments but also by a further 
analysis of the proposals as made known in detail. Such 
examination shows that the offer of the Germans, while con- 
siderably better than its original terms, is not as large as 
appears on the surface. The outcome at Berlin when the 
offer was first put forward indicated that the proposals con- 
templated a payment of 200 billion marks as against 226 
billions which had been requested by the Allies. Details of 
the proposals, however, show that this computation is, coupled 
with a lower rate of amortization—that rate being fixed at 
4%, a figure undoubtedly below the normal borrowing 
power of any government at the present time. Assuming that 
the government borrowing power does not improve during the 
next forty years or more over which the payments would be 
made, Germany’s offer when figured as annual instalments 
would not bulk so large as it seems to when the face value 
of the total payments is computed. Exactly how it would 
work out is, of course, dependent upon the rate of interest 
which is used in computing the amortization payments. On 
the other hand, Germany makes a flat demand for freedom 
of trade and relief from the embarrassments which the Allies 
had imposed upon her export commerce. This in_ itself 
amounts to a very considerable curtailment of the sum origi- 
nally demanded by the Allies, although how much is of 
course a matter of conjecture. Opinion in the United States 
is clearly divided on the whole subject. There is a strong 
feeling among most Americans that the Germans should pay 
as heavily as conditions should at all permit. On the other 
hand, comparatively little sympathy has been expressed with 
reference to the proposal to curtail Germany’s exporting power 
as this inevitably means the reduction of her ability to settle 
her reparations bill and also in handling of trade with other 
countries. There would seem to be little doubt that the 
retention by the Allies of this export tax plan would mean a 
great reduction in the ability or disposition of the American 
market to absorb securities which might be offered by the 
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Germans or by the Allies on her behalf. The encouraging 
fact in the situation is the very decided strength of the foreign 
exchange market, which has maintained itself well, not only 
in sterling, but also in other European currencies, including 


marks. Peper 


S TATEMENTS issued by the Federal 

Reserve System during the first days of 
May show that the year just elapsed, since 
prices reached their peak in May, 1920, 
and since banking accommodation reached its topmost level 
at about the same time, has produced a very substantial defla- 
tion of credit. The total reduction in the outstanding volume 
of Federal Reserve notes is now practically $240,000,000 
while there has been a shrinkage of earnings assets amounting 
to something like $800,000,000. Parallel with this very great 
reduction of operations, leaving as it has the bills on hand 
in the Federal Reserve Banks at only about $2,150,000,000 
has gone a large accumulation of gold, the reserves of the 
system having increased during the year by about $320,- 
000,000. Not only has the system thus reduced its out- 
standing commitments but it has greatly increased its specie 
strength. A point which is worthy of note in this connection 
is the fact that the specie holdings formerly carried in foreign 
banks have now been practically all brought to this country 
and are carried in our own vaults. The readjustment of 
liabilities and assets which is thus so strikingly produced has 
led many to the conclusion that the time has arrived when the 
system could well assume a freer policy of credit and could 
enlarge its lendings. In this connection, however, it is worth 
noting that while several of the Federal Reserve Banks are 
in an extremely liquid condition and are steadily lending to 
other banks, there are several which are far from liquid and 
whose reserves, if computed on their normal basis (without 
borrowings from other Federal Reserve Banks) will be as 
low as 25% to 30%. These Federal Reserve Banks are 
not only borrowers but they are carrying a very considerable 
amount of slow and long term paper representing the “carry 
over” of agricultural products from last year. They will 
find it necessary to lean heavily upon other Federal Reserve 
Banks during the crop moving season and at that time the 
need for the full strength of the system is likely to make 
itself felt. sees 


DEFLATION 
IN BANKING 


HE security market continues to dis- 
count an improvement in general busi- 
ness conditions which is so far evidenced 
only in a few industries. The number of 
these should increase as we approach Summer and Fall. The 
most encouraging feature is the evidence of an important up- 
ward movement in the railroad stocks. For the first time in 
a long while railroad men are investing their own funds in 
these securities because they realize that the worst period has 
passed and that the future contains much that is encouraging. 
While some of the industrials may have been overboomed for 
the time being, there are many that have not yet responded 
to the change in the situation. Nearly all the important 
groups are in a strong position, and the market in general is 
in the early stages of an upward swing, which, with the usual 
reactions, should eventually carry prices to a much higher 
level. Tuesday, May 10, 1921. 
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The Future of Shipping 


Not So Gloomy a Prospect as Some Might Think—The Urgent Needs of Our Merchant Marine 
—Cycles of Prosperity Common to the Industry 


By W. A. HARRIMAN, Chairman, United American Lines 


N the depressed state which has char- 
acterized the shipping industry of 
recent months, it is perhaps helpful 

to bear in mind a number of facts— 
firstly, that the shipping depression is 
merely an incident in the process of de- 
flation which is under way throughout the 
industrial world; secondly, that shipping 
has always been subject to more or less 
vigorous fluctuations between prosperity 
and depression; thirdly, that there are 
forces at work now which if not diverted 
will greatly assist in the re- 
habilitation of the world ship- 
ping situation. 

Great as was the inflation in 
other industries, the inflation in 
shipping was even greater. The 
unusual effect of the war on 
the demand for and the supply 
of ocean tonnage is accountable 
for this fact. To illustrate, it 
may be pointed out that, where- 
as in 1914 the average time 
charter rate for general trading 
was 3/9, in 1920 a rate of 45/0 
was recorded. Time charters 
for Transatlantic trades aver- 
aged 4/1 in 1914, but ran as 
high as 42/6 in 1920. Ships 
which prior to the war were 
valued at £6 or 47 per dead- 
weight ton, commanded as high 
as £40 in the early part of 1920. 
In view of this unusual inflation 
of values in the shipping world, 
it is not surprising that the 
process of deflation should 
prove especially distressful. 


The Current Deflation 

World freight markets have 
always moved in cycles; periods 
of buoyancy have been fol- 
lowed by periods of depression, 
which in turn have been fol- 
lowed by periods of buoyancy, 
and so on. This is attributable 
to very natural causes. During 
a period of high freights many 
new shipping companies are in- 
duced into business, much new 
tonnage is built, and old ton- 
nage is held in service as long 
as possible. This goes on until 
the tonnage on the market be- 
comes excessive, the excess 
being increased perhaps by a 
diminution in trade. Then the 
freight market slumps, tonnage 
values drop, building declines 
and many of the older vessels 
are either scrapped or sold for 
local uses. The ship owners 
who had been in business a long 
time prior to the war under- 
stood these periodical fluctua- 
tions quite well, and the wiser ones made it 
a point to order new ships when the 
market was weak and prices were low, 
and to sell their old ships to less ex- 
perienced owners when freights were 
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high and the demand for tonnage strong. 

The position in which world shipping 
finds itself to-day is not unprecedented, 
therefore. The distress of the situa- 
tion is considerably accentuated by un- 
usual conditions growing out of the 
war, but the underlying causes are 
fundamentally the same—a slump in 
trade and an excess of tonnage. These 
conditions, in the present as in the 
past, must be rectified before the ship- 
ping situation can improve and the 





W. A. HARRIMAN 


Although, as chairman of the United American Lines, 
William Averell Harriman devotes the greater part of his at- 
tention to shipping, he has many other interests. Mr. Harri- 
man—who, by the way, is not much over 30—is a vice-presi- 
dent of the Union Pacific Railroad; director of the Illinois 
Central and the Baltimore and Ohio; director as well, of the 
Harriman National Bank, the Railroad Securities Company, 
Wells Fargo and the Guaranty Trust. 

It is worthy of emphasis that, in this article for The Mag- 
azine of Wall Street, Mr. Harriman joins his voice to the plea 
of all those familiar with the shipping industry in America 
today: That American ships be quickly relieved of the disad- 
vantages under which they are now operating and which 
threaten to drive our merchant marine completely off the seas. 


curve of prosperity begin to show an 
upward tendency. 

It is perfectly patent that trade must 
improve before shipping conditions can 
become in any sense satisfactory. The 


existing trade depression extends to all 
parts of the world, and is the inevitable 
result of high prices, unequal exchanges 
and exhausted credits. It is impossible to 
say therefore, that any specific remedy will 
fully heal the situation. 

Few will doubt, however, that the most 
serious spot in this general economic dis- 
order is Central and Eastern Europe, and 
that the improvement of that section will 
go far toward restoring normal business 
conditions the world over. The desir- 
ability, therefore, of hastening 
the settlement of the political 
questions which so seriously 
hamper economic reconstruc- 
tion, and of giving all reason- 
able assistance to the European 
countries in their efforts to 
effect this reconstruction, can- 
not be over emphasized. 


Some Gloomy Views 

But assuming that trade does 
return to normal, will this 
mean normality in the shipping 
situation? In this connection 
the fact is cited that, whereas 
before the war the world had 
about fifty million gross tons 
of shipping, today it has sixty 
million tons. A British author- 
ity has estimated that had there 
been no war the world’s ton- 


nage today would have 
amounted to only about fifty- 
five million tons. Thus the 
conclusion is suggested that 
even though trade _ should 
promptly return to pre-war 
volume, there would still be 


an excess of tonnage, which 
would operate constantly to 
depress the freight market and 
the shipbuilding industry. 

The figures are indisputable, 
but there are a number of im- 
portant considerations weigh- 
ing against the suggested con- 
clusion. In the first place, it 
must be remembered that an 
unusually large proportion of 
these sixty million. tons is 
composed of old ships which 
are about ready for the scrap 
heap. Sir Owen Phillips re- 
cently stated that the British 
merchant marine includes at 
least three million tons of 
obsolete vessels, and the same 
is doubtless true of most of 
the other older maritime 
nations. A considerable por- 
tion of the world’s tonnage, 
moreover, comprises inefficient 
ships, built hastily for war 
purposes, which at best will 
have only a short life of service. An 
unprecedented percentage of the total fleet 
is tanker tonnage, which is a specialized 
type and does not affect the general freight 
(Continued on page 17) 









Big Town Stuff 


Informal Chats with Leaders of the Financial District—What Vice-President Roberts Thinks of 
Our Labor Problem—Jules Bache Illustrates Theory of the Sales Tax 


HE disconcerting element in Wall 
Street lies in the presence of old man 
On-The-Other-Hand. I1t would take 
a quarto volume to detail the activities 
of this old gentleman, but here is a hint 


of him: 
A man high up in the inner circles 
tells you to buy Studebaker, first, because 


Durant is quietly buying 


By WILLIAM McMAHON 


“The fishes, though deep in the water, 
may be hooked. The birds, though high 
in the air, may be shot. But man’s heart 
only is out of our reach. The heavens may 
be measured, the earth may be surveyed, 
but the heart of man is not to be known. 
In painting the tiger you may delineate 
his skin, but not his bones. In your ac- 


quaintance with a man you may know his 


It is bad to be one-sided, like the Irish 
magistrate. 

“What are you going to do?” he asked, 
as a lawyer got up to speak. 

“To present our side of the case.” 

“Sit down,” thundered the judge, “I 
don’t want to hear both sides argued. It 
has a tindency to confuse the court.” 

me Views 


All of the foregoing 





up all the stock he can 
in order to make a little 
General Motors out of 
it; second, that Charlie 
Schwab is doing *the 
same; and third, because 
a certain big group is 
going to do big things 
with it. On-The-Other- 
Hand comes along and 
laughs at the rumor, 
saying that the reasons 
sound well, but are not 
true. Which suggests 
a certain definition once 
given of a lobster. 
lobster,” said the pro- 
fessor, “is a red fish that 
walks backward.” 

“That is a fine defini- 
tion,” said another pro- 
fessor, “except in three 
particulars. A lobster is 
NOT red, is NOT a 
fish, and does NOT 
walk backward.” 

To-day you learned 
that the market was 
strong, which seemed 
to presage that the days 
of depression were over. 
Everybody was bullish, 
and inasmuch as the 
economic sharps tell us 
that action of the market 
forecasts general busi- 
ness conditions from 
four to six months in 
advance, you saw the 
dawning of a new pros- 
perity. But old man 
On ~ The - Other - Hand 
comes along and says 
that the riffle of activity 
is due to a bunch of 
Christian Science cap- 
tains of industry just ar- 
rived on the scent from 
Palm Beach. 

Old man On-The- 
Other-Hand and all his 





A GLIMPSE INSIDE THE SANCTUM 


William McMahon, who has recently been get- 
ting some mighty fine interviews for this Maga- 
zine, was talking things over with us a while ago. 

“What about all these big fellows you see, 
Mac?” we asked. “Don’t they tell you a lot more 
than we give you space to print?” . 

“They do,” answered McMahon. 
“A a book with the fund of timely comment, anecdote 
and suggestion they give me. 
it up for you because it’s not all relevant to the 
particular subject I go to see these people about.” 

“There’s no law to prevent our using it though, 
is there?” 

“True enough,” agreed Mac, “but it isn’t all 
strictly financial. These fellows I go to see think 
of a few other things besides copper production, 
idle cars and bond offerings, you know.” 

“Never mind that,” we replied. “Our readers 
want to broaden out mentally; they want to be 
entertained; they want to know what the big fel- 
lows are thinking just as much as we do. Give 
us an article echoing them for our next issue and 
we'll run it just as you write it.” 

“Big Town Stuff” is the result—a bit of philos- 
ophy, a bit of humor and a great deal of hard, 
common sense; called “Big Town Stuff’ because 
it echoes the things Big Men are saying and think- 
ing in the Financial District of the Biggest City in 
the World. 

We believe you will like it.—Editor. 


“T could fill 


But I don’t write 


being a somewhat 
lengthy introduction to 
the pleasant task the 
Editor has set me—that 
of recording the views 
of a few of our more 
prominent men, as those 
views have been ten- 
dered me in some of 
my frequent visitations. 
It is worth while to re- 
cord their words; they 
are worth-while men, 
moulders of history, and 
their thoughts are 
worth-while. 


O-DAY I called on 

a prominent lawyer 
who did not want his 
name mentioned and he 
said this to me: “I am 
with Secretary Fall of 
Harding’s Cabinet on 
this matter of interna- 
tionalism, and I do not 
doubt that President 
Harding secretly holds 
the same view. All this 
talk is wrong about this 
grand republic of ours 
being dependent upon 
Europe for her markets, 
and that our prosperity 
hinges on the uplift of 
Europe. I am for liv- 
ing for ourselves. So 
far as foreign markets 
are concerned, what is 
the matter with South 
America and China? 
The United States ought 
to quit meddling with 
world politics. I am op- 
posed to this wave of 
internationalism § which 
threatens our destiny. 
The old idea of the 
fathers, of no entan- 
gling alliances, is still 
good enough for me. 
It is re-assuring that 








havoc might not amount 
to so much if these big 
fellows would take the dear public in 
their confidence. But the princes of 
Wall Street do not talk to us as they 
talk to the boards of directors, and prob- 
ably they tell their wives a still different 
story. Wouldn’t it be fine if we were all 
mind readers, and consequently, all mil- 
lionaires? But alas! The old Chinaman 
was sadly right when he said: 
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face but not his heart. You may sit op- 
posite to him and converse with him while 
his mind is hidden from you as by a thous- 
and mountains.” 

After all, there is something broadening 
about this On-The-Other-Hand. We find 
out thereby that men are finite and that the 
greatest may be wrong just as, ON-THE- 
OTHER-HAND, the least may be right. 


our people flung aside 
the League of Nations. We grew great 
by holding aloof and if that policy has 
thus far served us well, why not cling to 
it? Let’s get the biggest navy in the 
world, pursue the path of righteousness, 
and keep clear of the intrigues and jeal- 
ousies and broils of Europe.” 
Now what about On-The-Other- 
Hand? I saw Mr. Francis H. Sisson, 
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vice-president of the Guaranty Trust 
Company. Said he: “Seeing is believ- 
ing when it comes to Europe. It is diffi- 
cult to appreciate the situation merely 
from hearsay. It is enough to make one 
fearful of our civilization, for it is not 
altogether impossible for civilization to 





FRANCIS H. SISSON 
Vice-President of the Guaranty Trust Co. 
“All Europe is staggering under a debt that is 
overwhelming and the situation is getting no 
better. We of this country must that 
our future is bound up with the future of the 
world. Our prosperity is dependent upon our 
world trade.” 


disintegrate as it has done in the past. 
All Europe is staggering under a debt 
that is overwhelming, and the situation 
is getting no better. We of this country 
must be broad-minded enough to realize 
that our future is bound up with the future 
of the world. Our prosperity is depend- 
ent upon our world trade. In this con- 
nection I find a new meaning in Lincoln’s 
Gettysburg speech wherein he said, “That 
we here highly resolve that these dead 
shall not have died in vain; that this na- 
tion under God shall have a new birth of 
freedom—and that government of the 
people, by the people, for the people, shall 
not perish from the earth.’ He did not 
say ‘Shall not perish from the United 


States’ but, ‘Shall not perish from the 
EARTH.’” 
I asked Mr. Sisson what the average 


citizen could do to help at this crisis of 
affairs. Said he: “Invest in the Foreign 
Trade Finance Corporation, and send such 
representatives to Washington as are not 
bound by old maxims of the dead past; 
who realize that progression is a natural 
law; who have an outlook broad enough 
to consider us as a part of the world, 
and as owing a duty to civilization that 
can be grasped only as they throw aside 
prejudices born of provincialism.” 
Hoover’s Emphatic Declaration 


This recalls the emphatic declaration of 
Herbert Hoover, Secretary of Commerce, 
in a recent address at Washington: 

“In the field of our foreign commerce 
the shrinkage of our exports thunders 
at the doors of every home in America 
the warning that we have no isolation 
from the problems of the world. The 
unsettlement of the German indemnity, 
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the failure of the United States to make 
peace, the maintenance of great armament 
and back-breaking taxes, the continued 
hemorrhages of paper money in many 
foreign states, their struggles over na- 
tionalization of industry, the situation in 
Russia—all militate against European re- 
covery and re-act upon us. In the matter 
of foreign credits we all recognize the 
necessities of better organization or our 
financial machinery for this purpose. 
We have been transformed from a debtor 
to a creditor nation with a consequent 
expansion of our production into a larger 
surplus for export. Unless we contem- 
plate the great shrinkage in industry, con- 
tinued unemployment and a readjustment 
of our entire productive machinery, we 
cannot for a generation or more absorb 
enough imports to balance our exports.” 

It remained for Mr. Jerome Thralls, 
Treasurer of the Discount Corporation of 
New York to paint the picture in its most 
vivid colors. In a recent speech, Mr. 
Thralls said: “Our surplus products, raw 
materials, foodstuffs and manufactures in 
America to-day are greater than they 
were a year ago. We have on hand over 
7,000,000 bales of cotton, hundreds of mil- 
lions of bushels of wheat and more than 
a billion pounds of copper. We pro- 
duce more in eight months than we 
can consume in a year. The United 
States Shipping Board has 680 idle steel 
vessels tied up in our harbors. The world 
wants our stuff and cannot pay for it. 





JULES S. BACHE 
of the banking firm of 
J. S. Bache & Co. 


“The freeing of capitalists from the excessive 
burdens of taxation ..—} take the advantages 


—— 





out of the 
lease capital for ‘the constructive en’ 
to an extent that is almost mm Py a 


Facilities to handle long term credits are 
essential. «The capitalization of such an 
enterprise is up to the people of this 
country.” 


Labor’s Share of Responsibility 


Labor’s duty in the period of deflation 
through which the world is passing oc- 
cupies the minds of all. George E. Rob- 
erts, vice-president of the National City 
Bank, and a man of singular breadth and 
vision, has some strong views on this 





subject. In a memorandum Mr. Roberts 
offered me for use in THe MAGAZINE OF 
Watt Street, he said: “It is a common 
remark that employers are taking advan- 
tage of the state of depression and unem- 
ployment to force. wage reductions. It 
is an ill-advised comment, calculated to 





GEORGE E. ROBERTS 
Vice-President of the National City Bank 


impossible when one-half of the peo- 
ple of the country have lost one-half their 
purchasing power for the other half of the 
people to go on without taking note of it.” 


“It is 


cause bad feeling and indicates a want 
of wnderstanding of the actual require- 
ments of the situation. The fact is that 
depression and unemployment exist be- 
cause the industrial situation is out of 
balance, and there is no remedy except 
by such readjustment of wages and 
prices as will restore the balance and 
enable the various industries to ex- 
change products on a fair basis. It is 
impossible when one-half of the people 
of the country have lost approximately 
one-half their purchasing power for the 
other half of the people to go without 
taking note of it. The depreciation of 
money which resulted from the war was 
not a natural or permanent development. 
Nothing of the kind has ever happened 
without a readjustment afterward, and it is 
always the case that the sooner readjust- 
ment is accomplished, the better for every- 
body. 

“Tt is of no advantage to the worker 
in any industry to have costs maintained 
upon a level which prevents the sale of 
their products. Somebody must have the 
sagacity to attempt a restoration of the 
conditions under which an exchange of 
products is possible. The compensation 
of workers in the various branches of 
industry—which means their purchasing 
power—must be brought back to equi- 
librium. Whether it will take a long time 
or only a short time depends upon the 
rapidity with which the public compre- 
hends the situation.” 

Charles M. Schwab’s recent utterances 
approach the subject of labor from the 
standpoint of co-operation. “We will be 
prosperous when our people are pre- 
pared to go to work at reasonable 
wages and when we abandon the arti- 

(Continued on page 59) 
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How the War Dislocated Her Markets—Trade Improvement Since the Armistice—Financing the 


Editor’s Note.—This article was pre- 
pared for The Magazine of Wall Street 
from official figures supplied by the 
Italian Government. The article is the 
sixth of our “New Prosperity” series, 
dealing with the economic, financial and 
industrial position of the countries of 
the world. 


N the year preceding the war, in 1913, 
i Italy imported 3,646 million lire worth 

of goods. The exports for the same year 
were 2,512 million lire. The excess of 
imports over exports reached the figure of 
1,134 million lire, which was more than off- 
set by expenses and purchases of foreign 
visitors in Italy, by remittances of Italians 
residing abroad, and by other invisible 
items. The imports came chiefly from 
Germany, Great Britain, the United States, 
France, Austria-Hungary, Russia and 
Argentina, and were composed as follows: 
raw materials 37.2 per cent; partly man- 
ufactured goods 184 per cent; manufac- 
tured goods 23.2 per cent; food products 
21.2 per cent. 

The exports went chiefly to Germany 
(343 million lire) ; to the United States 
(267 millions); to England (260 mil- 
lions) ; to Switzerland (249 millions) ; to 
France (231 millions) and to Austria- 
Hungary (221 millions). 

These figures, in both exports and im- 
ports, show the prominent position in the 
foreign trade of Italy held by Germany 
before the war. 

War’s Effects on Italy’s Foreign Trade 

During the war Italy saw her commer- 
cial balance become more and more ad- 
verse. Her imports rose to 4,730 million 
lire in 1915 to 8,390 in 1916; to 13,991 in 
1917; and to 14,101 in 1918, while her 
exports rose only from 2,553 million lire 
in 1915 to 3,088 millions in 1916, to 3,308 
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millions in 1917 and finally shrank to 2,483 
millions in 1918. Thus, the excess of her 
imports over her exports for the four 
years in question mounted to 29,773 mil- 
lion lire. Furthermore, during the same 
period the whole physiognomy of her for- 
eign trade was altered; not only in regard 
to its character, but also with respect to 
its routes. The great bulk of her im- 
ports during the war was made up of 
essentials requisite to carry on the strug- 
gle; such as metals and their manufac- 
tures, chemicals, cotton, wools, hide and 
skins, coal, foodstuffs, etc. To give a 
better idea of the character of imports 
into Italy during the conflict, suffice it 
to say that out of eleven and a half 
million tons of goods imported in 1917, 
7,000,000 tons were accounted for by 
coal and metals, mostly for war pur- 
poses, and 3,000,000 tons by foodstuffs. 

On the other hand, Italy could not keep 
up her export trade to the full measure 
of her ability, as markets which formerly 
absorbed a large portion of her production 
were lost to her during the war. 

At the same time the submarine cam- 
paign which rendered navigation in 
the Mediterranean extremely dangerous, 
caused great losses to her shipping, and 
disorganized her overseas export trade. 
Thus, her exports suffered severe con- 
tractions all round. Chemical and medic- 
inal products fell from 417,000 tons in 
1913 to 93,000 tons in 1918; dyeing and 
tanning materials from 30,000 tons to 
18,000 tons; hemp and other vegetable 
fibres from 89,000 tons to 54,000; cotton 
goods from 76,000 tons to 23,000; silk 
from 14,000 tons to 7,000; straw and man- 
ufactures thereof from 125,000 tons to 
35,000; hides and skins from 39,000 to 
2,500; automobiles and other carriages 


from 440,000 tons to 43,000; stones, earth- 
enware and glass from 1,438,000 tons to 
436,000; rubber goods from 4,100 tons to 
1,440; flour, paste, early vegetables, fruit, 
etc., and other food products from 1,542,000 
tons to 260,000; animals and products 
thereof from 125,500 tons to 7,440. 

Thus the war not only controlled the 
character of her import trade regardless 
of what would best have served her 
economic life, but also reduced her ex- 
port trade to a very low figure. How- 
ever, if this is a further proof of the sac- 
rifices sustained by Italy during the war 
period, it also throws some light on the 
possibilities of expansion of her foreign 
trade on the resumption of peace. 

Conditions Since Armistice 

Since the armistice a progressive im- 
provement is noticeable in the foreign 
trade of Italy. The unfavorable balance 
of 12,694 millions lire in 1918, was re- 
duced to 10,559 millions in 1919, and the 
following figures, with values expressed 
in millions of lire, show how the improve- 
ment was accentuated during the calen- 
dar year 1920: 

1919 
16,623 
6,064 


10,559 


These figures are based on the unit 
values of goods for the year 1919. On 
account of depreciation of the lire it is 
certain that, at current prices the ad- 
verse balance for 1920 will be somewhat 
above the figure indicated above. In 
volume of goods, however, it is estimated 
that it will be not much more than one- 
half of that of 1919. 

Imports by groups show that there was 
in 1920 an increase in the case of raw 
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materials and partly manufactured goods 
for further use in manufacture (from 
8,143 million lire in 1919 to 8,264 millions) 
and of manufactures ready for consump- 
tion (from 2,616 million lire to 3,365 mil- 
lions) while foodstuffs and animals suf- 
fered “a considerable shrinkage (from 
5,864 million lire to 3,233 millions). With 
regard to exports we find that in 1920 
raw materials contributed for 989 million 
lire against 759 millions in 1919; partly 
manufactured goods for 2,269 millions 
against 2,153 in 1919; manufactured goods 
for 3,292 millions against 2,192 millions 
in 1919; foodstuffs and animals for 1,253 
millions against 963 millions in 1919, 


A survey of Italian exports 


for her imports of coal, had to export 
general commodities aggregating three 
times what shé would have had to ex- 
port in 1913. 


In consequence of the recent fall of 
prices in the case of both these commod- 
ities, the trade balance of Italy will be 
considerably ameliorated. Furthermore, the 
industries of the Kingdom are now in a 
better condition to attain that development 
which had been retarded by the high cost 
of coal sometimes truly prohibitive; the 
benefit from such a reduction of prices is 
being extended also to the national fi- 
nances as about half of the coal imported 
is at present consumed by the State Rail- 


land in certain sections of Italy, the 
wider use of machinery, increased efficiency 
in organization, improved methods of 
cultivation, and better transport facilities 
are bringing about desirable results. In 
order to give an idea of the important 
part agriculture plays in the life of the 
nation, suffice it to say that in the years 
immediately preceding the war, our av- 
erage yearly revenue from the principal 
products of the soil—cereals, wine, hemp, 
fodder, oil, cocoons, potatoes and beans— 
was estimated at over six and a half bil- 
lion lire—a figure that at current prices 
is perhaps more than quadrupled. 
Mining activities are being extended. 
Manufacturing Industries, 
which received great stimu- 





during 1920 will show a re- 
vival in those lines which 
chiefly contributed to them be- 
fore the war as agricultural 
products, cotton goods and 
other textiles, silk and silk 
manufactures, etc. It will also 
reveal a resumption of trade 
activities with markets which 
had been closed during the 
war. So we find that Italy 
in 1920 exported to Austria 
444 million lire; to Czecho- 
Slovakia for 75 million lire, 
while importing for 184 mil- 
lion lire from the same coun- 
try; to Germany for 320 mil- 
lion lire, importing at the 
same time for 822 million lire 
worth of German goods. 


Peace Time Activities Being 
Resumed 





lus during the war, for the 
production of war material, 
thanks more especially to 
the large supply of skilled 
labor to an increasing spirit 
co-operation and good 
between em- 


of 
understanding 
ployers and employees, 
finally to the projected wide 
exploitation of that country’s 
vast water power resources, 
are destined to uninterrupted 
growth, which will be acceler- 
ated if all their needs in raw 
materials can be satisfied. 
Raw materials do not repre- 
for 


and 


sent a new necessity 
Italy. For many years, indeed 
birth of the 


industries, 


ever since the 
manu facturing 
Italy has been importing large 
quantities of raw materials. 











In 1913 we find that she im- 
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though at present her foreign trade is 
still far from having recovered its equilib- 
rium upset by the war, it is beyond doubt 
that the adverse commercial balance is, 
in the main, due to the enormous cost 
of her imports of coal and wheat for 
which very high c. i. f. prices prevailed 
during the last year. This is shown by 
a comparison between the prices of 1913 
and those of the first half of 1920. 
Taking 100 as the general index number 
of commodities in general in 1913, the 
corresponding number in the first six 
months of 1920 was 606. Yet the index 
number for coal alone during the same 
period was 1,920 and that of wheat 895. 
That meant that in 1920 Italy, to pay 
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ernment are considerable. The Govern- 
ment outlay in the case of wheat is being 
notably reduced also in consequence of 
the recent law increasing the price of 
bread. 

While this deflation of prices of most 
needed articles is reducing the burden she 
had to carry during 1920 on the side of 
her imports, both her agricultural and in- 


dustrial resources are gradually con- 
tributing more largely to her export 
trade. 

Agriculture, which had attained a 


high development in the year preced- 
ing the war, is receiving fresh impetus, 
particularly in view of the active demand 


for its products. Improvement of the 


the Straits Settlements; over 25 million 
pounds of lead, mostly from Spain; over 
12,000 tons of zinc; about a million bales 
of cotton of which 73% from the United 
States; 37 million pounds of wool; over 
41,000 tons of jute; over 6 million pounds 
of India rubber and gutta-percha; over 56 
million pounds of tobacco, 82% of which 
from the United States; over 91,000 
tons of oilseed, chiefly from India; 66,000 
tons of nitrate of soda; 521,000 tons of 
phosphate rock; 1,460,000 tons of timber, 
chiefly from Austria-Hungary and in part 
from the United States; and over 16,000 
tons of phosphate salts. In the same year 
imported a little less than 11 million tons 
(Continued on page 57) 





Italian Internals Popular in This Country 


Confidence in Country’s Future Widesp 


TALIAN internal bonds have enjoyed 

an active market in the United States 

during the past two years. In fact, 
there have probably been more of these 
securities sold here than those of any 
other countries. The buying has come 
not only from the Italian population in 
the United States but also from American 
investors. This condition indicates that 
the Italians in America, as well as many 
of the Americans themselves, have great 
confidence in the futyre of Italy. 

One of the principal factors in the mar- 
ket for Italian internal securities has been 
the foreign exchange market. It has 
been this factor that has caused the large 
fluctuations in the price of these securities. 
For instance, the Sixth Italian Consol- 
idated 5% War Loan of 1920 sold in the 
middle of last July as high as 51 and de- 
clined steadily, in keeping with the rates 
for Italian lire, down to about 23 in 
the early part of November. At the pres- 
ent time, these bonds are quoted at about 
40-41 per 1,000 lire. 


Only One Issue of Dollar Bonds 

At the present time, the Italian Gov- 
ernment has only one issue of dollar bonds 
in the United States market. This is an 
issue known as the Royal Treasury Loan, 
Series A, which was issued in January, 
1920, and dated February 1, 1920. These 
bonds bear 614% interest and run for five 
years, being due in 1925. The total amount 
authorized was $25,000,000, and there are 
outstanding $9,979,550. Both principal and 
interest are payable in United States gold, 
without deduction for Italian taxes, present 
and future. The principal is also payable 
in Rome, in lire at the fixed rate of 
seven lire to the dollar. The bonds were 
brought out at 97% and interest, and the 
range on the New York Stock Exchange 
during 1920 was 79 low, 95% high. The 
range so far this year is 81 low, 87 high. 

There are several factors that must be 
taken into consideration in an analysis 
of Italian Government bonds as invest- 
ments. In the first place, Italy has a huge 
public debt amounting to 47,900,000,000 lire 
(over $9,000,000,000 at par of exchange) 
represented by Consols and redeemable 
loans; and 26,600,000,000 lire, or over 
$5,000,000,000 at the par of exchange, rep- 
resented by Treasury bonds. The interest 
on such loans amounts to over $700,000,000 
a year, or approximately one-third of the 
ordinary receipts of the Government. This 
debt is, naturally, a heavy burden and a 
plan must be adopted for its gradual re- 
duction before Italy is really on the road 
to recovery from the effects of the war. 


Fluctuations in Trade 


The next important factor in Italy’s con- 
dition is the exchange situation, which is 
due not only to the huge increase in note 
circulation but also to the extraordinary 
excess of imports over exports in Italy’s 
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foreign trade during the past five years. 
The note circulation of the Bank of Italy 
on May 31, 1914, amounted to lire 
1,556,925,000; on November 17, 1920, this 
had been increased to lire 15,267,283,000. 
Italy has, for years, imported more than 
she has exported, but she maintained her 
parity of exchange through the expendi- 
ture of tourists in her country and with 
remittances from her subjects who had 
emigrated to foreign countries. During the 
war, however, she had to increase her im- 
ports enormously and her exports remained 
practically unchanged. This condition is 
gradually correcting itself and with the 
improvement that should also take place 
through the reduction of outstanding cur- 
rency, improvement will then be shown in 
exchange on Italy which will, of course, 
enhance the value of Italian bonds. 


Gold Bonds Made Attractive 

As stated above, the 614% gold bonds 
of the Kingdom of Italy, which were 
issued in the United States, are payable 
at maturity at par, either in the United 
States or in Rome, Italy, at the fixed rate 
of seven lire to the dollar. This is an 
interesting provision and was added to 
this particular issue to make them more 
attractive to the American investor. 
Through this option, the bondholder is 
enabled, by disposing of his bonds in the 
Italian market, to obtain exchange on Italy 
at any time during the life of a bond, at 
a rate which, at par (5.18%) would give 
him an exchange profit of a little over 
$350 per $1,000. In offering this loan, 
the bankers pointed out that “this feature 
is looked upon as an unusual opportunity 
for possible profit through exchange in 
view of the fact that the movement toward 
parity of exchange is brought about by 
increase of exports. Such increase in turn 
depends principally upon man-power of 
which Italy has such an abundance that it 
comprises one of her principal means of 
creating credit balances abroad.” 

That conditions are improving in Italy 
is indicated by the advance in Italian lire 
in the past two months and this advance 
has taken place despite the slight decline 
in sterling and francs. The fact is that 
Italy is on the road to recovery and the 
Government has taken a firm stand, both 
in regard to foreign trade and to the cur- 
rency problem. Much of the progress 
that Italy has made has been more or less 
overlooked in this country owing to reports 
which have come here on her industrial and 
labor difficulties. As a matter of fact, 
these are gradually straightening them- 
selves out, 


Italian Issues Still Speculative 
Italian bonds at present cannot, by any 
means, be put in the investment class. The 
exchange feature alone makes investment 
in most Italian securities a speculation 
rather than an investment, and the recon- 
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struction progress of Italy must continue 
for some time before it can justly be said 
that she will work out of the difficulties 
she encountered as a result of the war, 
and thus place her bonds once more in the 
investment field. 

One of the issues that is best known in 
the United States is the Kingdom of Italy 
Consolidated National 5% Loan of 1920. 
There were issued, and are outstanding of 
this loan, lire 20,000,000,000. There is no 
fixed date of maturity. The bonds are 
not subject to conversion or call until 
after December 31, 1931. The Government 
agrees that upon the exercise of its right 
of conversion, holders will be granted the 
alternative of accepting a reduction in the 
rate of interest, or repayment of their 
bonds at par. The bonds are exempt from 
all present and future Italian taxes. Prin- 
cipal and interest are payable in Italy but 
interest is collectible in New York in dol- 
lars at the current rate of exchange. The 
Italian Government also offered during the 
war several other war loans all of which 
were exchangeable into the Sixth War 
Loan, and all of which contained provisions 
similar to the above. 





CHEVROLET’S CUT 

The Chevrolet Motor Company an- 
nounced recently a reduction in prices for 
the “Four-Ninety” models, effective May 
7. The new price of the touring car will 
be $645, a reduction of $175; the roadster 
will be $635, a reduction of $160; the sedan 
$1,195, a reduction of $180; the coupé 
$1,155, a reduction of $170, and the light 
delivery wagon $645, a reduction of $175. 

This is a reduction of approximately 
21%4% from previous prices. 





TRADE OPPORTUNITIES IGNORED 

Suspicion, hesitancy and a passive atti- 
tude toward subscribing for the stock of 
the Foreign Trade Financing Corporation, 
the $100,000,000 organization formed to 
give long-time credits in foreign trade, 
are holding up millions of dollars’ worth 
of export trade which would open fac- 
tories and find work for many thousarids 
now unemployed, William C. Redfield, 
former Secretary of Commerce, told 
delegates to the National Foreign Trades 
Council convention here. 

Speaking to members of the American 
Manufacturers’ Export Association of 
New York, of which he is president, Mr. 
Redfield said: 

“I know personally of orders from 
other countries of over $20,000,000 avail- 
able to the United States at the present 
time which can be closed just as soon 
as the corporation operates. These 
orders, I know, are for firms in Chicago, 
New York, Boston, St. Louis, Philadel- 
phia, Cleveland and several Southern 
cities, and, I am informed, it is true also 
of Spokane, Seattle and San Francisco. 
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High Rents Obstruct Trade Revival 


Prices Exacted for Living Quarters Out of All Proportion to Other Commodity Levels—How 
Chambers of Commerce Can Help Remedy Situation and Restore 





ECENT times have seen a good re- 
R covery in numerous lines. The 
public, so far as many goods are 
concerned, appears to have called off its 
buying strike. One basic obstacle to re- 
newed prosperity persists, however; and 
the future of trade will no doubt depend 
upon the speedy removal of this obstacle. 
The reference is to exorbitant rentals, 
being exacted for living quarters through- 
out the length and breadth of the land. 
Attention to the importance of high 
rentals was first called by the extreme 
slowness of our retail trade revival. 
During the period up to about a year 
ago, when retail prices were abnormally 
high, the general belief was that these 
prices were the predominant cause of the 
abrupt and great slump in business. The 
fact that there was a spontaneous con- 
sumers’ strike throughout the country, 
large numbers of people refraining from 
buying goods at the high prices demanded, 
seemed to verify the belief that costs of 
merchandise were greatly, if not solely, 
responsible. Attention was focussed upon 
this feature, and predictions abounded that, 
when prices were noticeably reduced, there 
would be a rush to the stores and trade 
conditions would speedily become normal. 
Since then, there has been a continuous 
decline in prices of all goods and com- 
modities. But, although it is true that 
the downward course of retail prices has 
not kept pace with that of wholesale 
prices, yet the resumption of public buy- 
ing has been on a scale considerably 
below that originally anticipated. 


The Analysts Mystified 

Those who have attempted to analyze 
this backwardness on the part of the 
public have been all the more mystified by 
the fact that a wide public replenishing 
demand has been generally admitted to 
exist. During the era of extremely high 
prices following upon the war, there was 
a certain amount of extravagant buying; 
but increasingly great numbers of people 
adopted the policy of wearing old clothes, 
having old shoes, hats and shirts reno- 
vated and mended, and in every other 
possible way making use of the articles 
they had rather than buy new ones. It 
will be recalled that movements, often led 
by public men and women, urging people 
to restrict their buying, spread all over the 
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Public’s Buying Power 
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country. Women were urged, even by high 
Government officials, to make their own 
apparel, and large numbers did so. This 
campaign affected not only personal wear, 
but many household articles. People de- 
cided to get along with what they had. 





THE PUBLIC’S 
PURCHASING POWER 

HE first requirements 

of civilized people are 

food and lodging. If 
they can obtain these ne- 
cessities at reasonable 
prices they will have some- 
thing left over to spend 
elsewhere and better busi- 
ness will result. If they 
must pay tremendous prices 
for a roof over their heads, 
they will have to go with- 
out even the semi-necessi- 
ties, and business will go 
begging. 

Millions of Americans 
are being forced right now 
to pay over in rent sums 
that are out of all propor- 
tion to their earning power. 
No business revival can go 
far while this condition 
persists. As the article on 
this page shows, the very 
prosperity of the country 
depends upon the vigor and 
rapidity with which our 
present housing problem is 
met and the injustice and 
rankling abuse of it cor- 
rected. 











After several years of this deprivation 
people in general, it is obvious, need to re- 
stock themselves. They are, judged by 
normal standards of living, in urgent need 







of all kinds of new goods to replace those 
worn or used to the point of deprecia- 


tion. But many of them are still sticking 
to the. old goods as long as they can. 
Why is this so? 

It is because of the abnormal exactions 
made by the housing and rent situation. 
This is the factor that is the most seri- 
ous obstacle to resumption of normal 
trade conditions, and yet strangely 
enough it has been overlooked or 
actually ignored in discussions of the 
subject. Most people living in their 
own houses have no adequate idea of 
the shifts and devices to which masses 
of people are driven in order to meet 
landlords’ demands. Those economists 
who were sanguine that a sharp fall in 
merchandise prices would bring prompt 
trade stimulus may well turn their at- 
tention to exorbitant housing rentals as 
one of the prime causes of trade dis- 
location. 

Because of the great shortage in hous- 
ing, many millions of people are being 
taxed far beyond their capacity in rents, 
and this greatly diminishes their buying 
power in the matter of merchandise. The 
first thing people need is a living place, 
and the second, food. If rents consume a 
larger and larger part of the family in- 
come, as they do, much of the balance 
must be spent for food, and other things 
must take their chances. 

The Existing Shortage 

Before the war there were annually 
built in the United States, it is conserva- 
tively estimated, between 350,000 and 
400,000 family dwellings. These included 
private houses and apartments. During 
the war construction was practically at a 
standstill. In 1919 only about 70,000 
houses were built in the United States. 

This great shortage has given the land- 
lords opportunity to raise rents to an un- 
precedented degree. Their invariable plea 
has been that increased costs forced them 
to do so, but in many cases this has been 
a mere pretext, in no sense justifying the 
large rent advances made. Rents were 
raised for old houses as well as for those 
of new construction. In fact, almost all 
of those of what were described as recent 
construction were built before the war. 
The war swelled the population of indus- 
trial cities and intensified the competition 
for housing accommodations. 

(Continued on page 18) 





A Turn for the Better in Business 


The Trend of Money Rates—Increase in Productive Activity—Slower Decline in Prices—Foreign 


HE facts of the business situation as 

developed during April seem to indi- 

cate quite definitely that the long 
desired turn for the better in business has 
begun, Outstanding facts which tend to 
substantiate this conclusion are seen in 
the very decided slowing down of whole- 
sale price reductions, in the improving 
condition of manufacture and production 
in certain important lines, in the decidedly 
better bank situation, in the somewhat im- 
proved conditions of fransportation and 
transportation revenues, and in the fact 
that labor has begun to participate in the 
readjustment of business to new con- 
ditions. If the changes reflected in these 
factors are as yet comparatively slight 
they are none the less significant because 
of the bearing the facts possess upon 
general conditions. They are suggestive 
not so much because of their indi- 
vidual importance as for the value they 
have in pointing the way toward prospect- 
ive changes of broader scope. 


Money Rates Continue High 

In some particulars the most interesting 
of the month’s developments has been the 
alteration of business with respect to 
currency and banking. The statements of 
the Federal Reserve System now show a 
decisive and definite movement toward 
what is called deflation. This tendency 
toward deflation has resulted in a deter- 
mination to lower discount rates. The Fed- 
eral Reserve Bank of Boston was the 
first to take action, resulting from its 
high reserves and the fact that it had 
been quite thoroughly liquidated. That 
there has been some change of feeling, 
however, is seen from the circumstance 
that whereas the Boston Bank cut its 
mate to 6% for paper not over 9% 
days, the Federal Reserve Bank of New 
York, in announcing a similar reduction 
won May 4, reduced its rate only to 
‘61%4%, a course which is paralleled by 
the Federal Reserve Bank of Atlanta 
on May 5. This action runs in harmony 
with the step taken two weeks ago by 
the Bank of England in reducing its rate 
from 7 to 61%4% and the similar measures 
undertaken at some of the continental 
banks. Note liabilities of the Federal 
Reserve Banks have fallen off fully 
$240,000,000 from the corresponding 
date a year ago—the date which approx- 
imately represents the peak point of in- 
flation both of prices and of banking 
credit. During the same period there has 
been a corresponding decline in the bill 
holdings of Federal Reserve Banks 
amounting to some $800,000,000 or near 
one-third of their total portfolio. Simul- 
taneously also there has been an increase 
in the gold holdings of the banks amount- 
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ing to approximately $343,000,000. These 
changes have been by no means uniform 
throughout the system. At southern and 
western institutions a large volume of 
frozen loans is still being carried and is 
likely to continue for a good while to be 
carried. These frozen loans represent the 
advances which were made for the pur- 
pose of carrying large surpluses of agri- 
cultural products left over from last year’s 
crop. The commodities which are thus 
being sustained by bank advances cannot 
now be expected to move rapidly and the 
chance that they will eventually sell at 
good prices depends very much upon the 
out-turn of crops during the coming year. 
This means that southern and western 
banks will have to carry the customers 
who originally made this paper for a 
good while to come and will have to pro- 
vide also for the current needs of agri- 
culture growing out of the new crop when 
member banks present to them paper based 
upon the new yield for rediscounting. 

It is an interesting and striking fact 
that in spite of the enormous increase of 
gold holdings in the banks and in spite 
of the liquidation of large sections of their 
portfolios,—a liquidation well illustrated in 
the latest figures of the Comptroller of the 
Currency which show a shrinkage of 
about $1,500,000,000 in deposit accounts 
since a year ago,—there has been no re- 
duction of the current rate of interest for 
money. Call rates have remained fixed 
at 6% to 7% and the chart herewith 
furnished indicates no downward move- 
ment in the money rate. Commercial 
paper rates have yielded about 4 of 1% 
on prime offerings. The failure of money 
to come down in harmony with commod- 
ities is evidently still ascribed by some 
to the fact that rediscount rates have 
continued high at the Federal Reserve 
Banks, the change made at Boston, New 
York and Atlanta, when the rate was 
cut from 7 to 6 or 6%% on 90-day com- 
mercial paper being too recent to have had 
direct results. On the other hand, the 
best observers are more and more skep- 
tical regarding the effect which may be 
expected to follow from this moderate cut 
in rates of rediscount. The fact that the 
Bank of England cut its rate only one-half 
of 1%, leaving it at 6%%, has proved 
disappointing to those who had expected 
a larger reduction. Present indications 
both in this country and in England, 
therefore, clearly favor a continued main- 
tenance of relatively high ecommercial 
rates except in localized and specialized 
phases of the market. 


Production Moving Upwards 
The falling off in the activity of man- 
ufacturing plants has gone to extreme 
lengths in some industries and is still very 
marked in several. Nevertheless the de- 
velopments of the past month have shown 
decisive recovery in a few lines and at 


least symptoms of better conditions in 
others. The automobile trade has con- 
tinued to prosper and the indications would 
seem to be that this is not a merely sea- 
sonal or temporary growth but a real 
advance. So also in textiles, although the 
situation is by no means clear as yet and 
there is a very decided turn for the better. 
This improvement is more notable, it is 
true, in some lines than it is in others 
but its presence at least is unmistakable. 
As during the past month, the advance in 
production still continues most notable in 
some fairly specialized lines, including tex- 
tiles, automobiles, some building materials, 
and shoes and leather. Cotton consumption 
during the past month has increased very 
satisfactorily and is but little below the 
level of last year. It is unfortunate that 
the steel industry which has so nearly al- 
ways furnished a satisfactory guide to 
productive conditions should not reflect 
the real trend for the better which is now 
visible to the observer who surveys the 
entire field. Pig iron production, accord- 
ing to the last reports for April, was 
1,193,000 tons, a return which shows a 
substantial reduction from the figures for 
March. Unfilled orders of the United 
States Steel Corporation, as may be seen 
from the graph, likewise show a further 
shrinkage. For the reasons that were 
mentioned a month ago, this decline in the 
activity of the steel industry is not to be 
taken as typical. The industry itself is 
retarded in the matter of readjustment, a 
fact which is admitted by the recent action 
of the Board of Directors in reducing 
prices and in cutting wages by about 20 
per cent., both steps being a conservative 
compliance with the general trend of af- 
fairs in other industrial enterprises. 


Prices More Nearly Stabilized 

The current price indexes covering de- 
velopments up to the beginning of April 
seem to show that while there has been 
a further decline in wholesale prices dur- 
ing the month, this additional reduction 
has been limited in amount, the downward 
movement having evidently reached its 
limit. It is usually true that price indexes 
continue to show some movement after. a 
fairly stabilized condition has been ar- 
rived at, due to the fact that certain prices 
are still undergoing change because they 
have been somewhat retarded or for other 
reasons. A small further reduction, there- 
fore, is not to be regarded as a very sig- 
nificant element in the situation. This 
condition of affairs—the minor further re- 
duction of price levels and the fact that 
the movement is now apparently at its 
close—is reflected in the graph which pre- 
sents Bradstreet’s price index on the ac- 
companying page. It should be noted, 
moreover, that other price indexes which 
have varied somewhat among themselves 
are now substantially in harmony and that 

(Continued on page 56) 
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Farm Situation Improves 


Presidents of Four Banks-in the Heart of Middlewestern Agricultural Districts Give Views on 
* Present Situation—Labor Exodus to Cities Being Checked 


HE perpendicular decline in prices of 

T farm products, which began in the 

first quarter of 1920 and continued 

until well into 1921, was one of the most 

significant and far-reaching changes to 

occur in our economic fabric after the 
war. 

The price smash, as will be remembered, 
aroused vigorous protests all over the 
farming districts. Many of those affected 
were willing to accept the idea that it 
was the direct result of organized specu- 
lative attacks on farm product markets. 

For Some time during and after the drop, 
farm products in large amounts were with- 
held from dealers, if not for the direct 
purpose of strengthening the price level, 
at least in the hope that there would be 
a substantial recovery. Inevitably, the 
banking position in the agricultural dis- 
tricts—especially those of the Middle West 
—became involved; store credits also suf- 
fered; and all the other financial rami- 
fications of the farming industry felt the 
effects of the “freeze-up.” 

The deadlock continued for some time. 
Finally, however, farmers began to realize 
that, in point of price declines, they were 
suffering no more than the manufacturers 
or any other class. The movement of 
crops to market began on an increasing 
scale; and, although it would probably be 
stretching a point to say that this move- 
ment has by now reached very large pro- 
portions, it nevertheless appears to be dis- 
tinctly greater than for some time past. 

Willingness of the agricultural com- 
munity to accept less for their produce 
has been enhanced by the downward trend 
of expenses and costs. Labor is the chief 
item on the farm budget; and a consider- 


able reduction in the price of labor, re- 
sulting, of course, from an increased sup-° 
ply, has taken place in the last few weeks. 
As evidence of this fact, the following 
findings of a recent investigation by the 
Department of Agriculture are of interest: 


12 


“Alabama—Supply more plentiful and 
less expensive. 

“Arizona—There is an abundance of 
farm labor at greatly reduced wages. 

“Arkansas—Supply seems to exceed the 
demand over the entire state. In some 
localities white farm labor is still bring- 


ing $1.50 per day. At many points colored - 


labor can be had at from 75 cents to $1 
per day. 

“California—Supply appears to be suf- 
ficient; wages reduced. 

“Florida—Supply plentiful and wages 
greatly reduced. 

“Georgia—Supply abundant, but no 
money with which to hire it. Colored 
labor is leaving, as employmént can not 
be found. 

“Tllinois—Supply abundant, but still 
high priced, and farmers are getting along 
with as little hired help as possible. 

“Towa—Supply plentiful, and a reduc- 
tion of 25 to 35 per cent of last year’s 
wages probable. 

“Kansas—Supply seems to be ample. 
Wages offered reported to be less than 
half the prevailing price a year ago. 

“Maryland—Wages about 30 per cent 
less than a year ago. 

“Minnesota—Supply sufficient for needs. 
Wages lower than last year. 

“Mississippi—Supply generally plentiful 
and more efficient than for several years. 

“Montana—Demand very light, with 
surplus supply. Farmers financially un- 
able to hire, and will do their own work 
as far as possible, planting accordingly. 
Wages of farm labor are $45 to $55 per 
month, compared with $75 to $85 last 
year. Sheep herders’ wages are $50, com- 
pared to $85 to $95 last season. 

“New England—Farm labor more 
plentiful; wages reduced about 30 per 
cent from last year. 

“Virginia—Supply ample for demand, 
which appears to be less than usual. 

“Washington—Farm bureaus in many 
counties are arranging the wage scale for 
the coming season. 

“Wisconsin—Wages for single men are 
approximately $50 per month, as com- 
pared with $80 a year ago.” 

- As-.to other. phases of the farm situa- 
tion, the appended statements, prepared 


for THE MaGAzINE OF WALL STREET by 
presidents of four banks in the heart 
of our great Middle West are instructive 
and illuminating. 


“FARMERS DETERMINED 
TO KEEP DOWN 
EXPENSES” 


Harrison H. Wilcoxson, 


President, Wilcoxson & Co., 
Carrollton, Mo. 


ROM numerous conversations with 
farmers, I am led to believe that 
most of the “held-over” wheat, oats and 
rye has been marketed. Much of it has 
been sold on a declining market, and at 
a price below the cost of production. 
Many of the farmers who are financially 
able to do so are holding their corn. Some 
are holding for a higher price, and others 
will market it by feeding to livestock. 
Cattle feeders have suffered severe losses 
on cattle and hogs produced for the 
market, because their stock was pur- 
chased, or produced for feeding purposes, 
when prices were high and when much 
oi the stock had to be fed on high-priced 
feed. 

With the continued fall in prices of all 
farm products, all of which are below the 
cost of production, and with increased 
interest and freight rates the farmer is 
economizing wherever he can, buying only 
such things as are essential to his needs. 

The banking position in this county 
(Carroll), according to the last official 
statement, was only fair. Most of the 
banks show losses in deposits; but at 
the same time a reduction in loans and 
bills payable was shown, as compared 
with the previously published statement. 

It is my observation that the farmers 
are only liquidating their loan from the 
sale of livestock on which they borrowed 
money. 

Investments in United States bonds and 
United States certificates of indebtedness, 
together with the decreased price of farm 
products are responsible ior the decrease 
in the deposits. A good demand from 
farmers for money to operate their busi- 
ness and defray expenses is very evident. 


(Continued on page 54) 
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Brighter Days for the Railroads 


Carriers Slowly Working Out of the Woods— Many Rail Securities Now Available at Attractive 
Prices—What Will 1921 Earnings Be? 


T is very difficult for the average in- 

vestor or trader to act like a pessimist 

in a boiling market or to summon to 
his support the smallest measure of hope 
in a period of depression. In theory, he 
subscribes to the adage of buying when 
everyone wants to sell and of selling when 
everyone wants to buy; but he finds it 
nearly impossible to carry out his theory 
in practice. This state of mind is cited 
here because it has a very important bear- 
ing on the present market for railroad 
securities. 

The only active and advancing market 
in 1920 occurred in rail securities. The 
return of the properties to private opera- 
tion and the liberal increase in rates were 
interpreted as bullish factors, which were 
partly discounted by prices. Hardly had 
the roads begun to operate under the new 
rates, however, when it became manifest 
to students of the subject that the increase 
in wages and the decline in traffic were 
more than offsetting factors. The turn in 
the market came almost simultaneously 
with the publication in November of the 
October earnings—a fairly good month in 
net results and a record month in the 
volume of traffic. Except to a few stu- 
dents of the subject, the railroad situation 
looked very bright at the time. 

A reference to the table will show that 
railroad operating results have been get- 
ting progressively 
worse since October 


By CHARLES REMINGTON 


period. Thus, in normal. years the roads 
should earn about twice as much in Octo- 
ber—the heaviest month—as in February, 
the lightest month in the year. 


Results for Six Months 


In order to earn $1,080,000,000 in a year, 
the roads should have earned from Sep- 
tember to February inclusive $531,686,000. 
They actually earned $217,998,468, leaving 
a deficiency from their 6% rate of $313,- 
687,532. In other -words, the roads 








Editor’s Note:—The accompany- 
ing article will have a double 
significance to our readers. Not 
only is it the first optimistic review 
of the general railroad situation 
we have felt justified in publishi 
since the roads were handed back 
to their owners; but it also marks 
the return of Charles Remington 
to the regular staff of The Maga- 
zine of Wall Street. Older readers 
will remember the remarkable ac- 
curacy and fairness which charac- 
terized Mr. Remington’s analyses 
of our carriers in the past, and will 
follow with keen interest his future 
findings and suggestions. He will 
conduct our Railroad Department. 




















could not be expected the first month. 
When October showed up little better, the 
results were excused on the ground that 
it would take some time to restore the 
efficiency of the organizations. Little at- 
tempt was made to explain the November 
results, and by December it was generally 
admitted that the roads were in for the 
worst winter in their history. 

From late November on the bad results 
were undoubtedly due in some measure to 
the traffic decline, but not prior thereto. 
If there was a man in the country who 
had computed the full cost of the na- 
tional railway labor agreements, he kept 
in concealment, for the first intimation of 
the real hardships of the working condi- 
tions came from actual experience. 

It was possible to compute with a fair 
degree of accuracy the effect of the wage 
advances, although the estimates were 
mainly too low, but no one came anywhere 
near computing the effect of the labor 
agreements. Mr. Atterbury, vice-president 
of Pennsylvania Railroad, has recently 
estimated the present cost of these agree- 
ments at $300,000,000 a year, but this is 
nowhere near the cost based on the num- 
ber of employees September 1, 1920. One 
class of employment will serve to illus- 
trate. The roads were returned to their 
owners with 150,000 more shopmen than 
at the beginning of Federal control, the 
larger number performing 40% less work 
than the smaller number. As these em-« 
ployees received an average wage of 

$2,400 a year, the 


actual increase in the 








of last year. The 
figures refer only to 
Class 1 roads, valued 
by the Commerce 
Commission for rate 
making purposes 
at $18,000,000,000. 
Under the Transpor- 
tation Act, the rail- 
roads are entitled to 
earn 6% on this 
sum, or $1,080,000,- 





OPERATIONS OF CLASS 1 ROADS FOR SIX MONTHS, 


Net railway 

oper. income 

$75,310,311 
86,455,487 
54,343,793 
10,225,583 


6% on 
valuation 


def, 958,399 
def, 7,378,307 
$217,998,468 


Deficiency from An’l rate earned 
6% 


$33,925,689 
25,979,513 
44,942,207 
76,632,417 


68,230,399 def. 
68,977,307 def 


$313,687,532 


payroll was $360,- 
000,000 a year. Ad- 
justment of this sum 
on valuation for the diminished 
61% output would bring 
3. the final cost to 
0. $600,000,000 a year, 
The actual cost 
was never permitted 
peas to mount to the 
sum mentioned, be- 
cause many rail- 

















000 annually, and 

the Commission so 

intended in establishing the existing rate 
structure. 

The figures in column one show the 
amounts the roads should earn in each 
month in order to earn 6% in the full 
year, the differences being due to seasonal 
fluctuations of traffic. The ratios from 
which these figures are derived are based 
on actual results in the three-year test 
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earned in those six months at the 
annual rate of 2.5% on their investment, 
or less than half of the 6% to which 
they were entitled. 

When the roads failed to earn the 
monthly proportion of 6% in September, 
the showing was explained by the man- 
agements in many instances on the ground 
that the full reflection of the rate increase 


road shops were 
closed and the work 
farmed out to car companies, but the 
potentiality was there. In more recent 
months, as traffic has declined further, 
maintenance of equipment has become 
subnormal with all roads. The cost of 
the agreements is not what it was six 
months ago, but the saving has been made 
possible by the traffic slump, not foreseen 
at the time the estimates were made. 
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Isolation of Railroads 

As THe Macazine or WALL STREET 
was one of the first to point out, the rail- 
roads seem destined to occupy an isolated 
position with respect to general conditions 
and tendencies. Due to the exceeding 
slowness with which governmental agen- 
cies move, railroad tariffs have been sta- 
tionary in the past when the cost of com- 
modities and other services were advanc- 
ing, and they have been advanced when 
everything else was declining. Had the 
rate increases come in September, 1917, no 
one would have felt the burden, nor 
would a wage increase coming at the same 
time have proven burdensome to the car- 
riers themselves. Coming aS they did, 
both increases were burdensome to all 
who had to bear them. 

The creation of the National Railway 
Labor Board has not helped the situation 
of the carriers, because the multiplica- 
tion of the number of agencies serves only 
to multiply the dela¥s. - Both in the matter 
of rates and wages, relief has been with- 
held from the roads and their employees 
until the occasion for both had more than 
half passed. If the railroads are to prosper 
in the future, much of the existing rigid- 
ity must be taken out of the regulatory 
bodies, and they must begin to function 
more like corporations and less like bu- 
reaus. 

There are signs that some such result 
can gradually be expected. The response 
of the National Railway Labor Board to 
operating conditions in February, coupled 
with those in January, was quite prompt. 
February was the worst month in the his- 
tory of the railroads, and the three mem- 
bers of the board representing the public 
were doubtless unwilling to assume re- 
sponsibility for continuance of a policy 
that could lead only to the financial ruin 
of the country’s entire transportation sys- 
tem. 


Result of Present Operations 


It is not to be expected that the rail- 
roads, even without any improvement in 
traffic or operating conditions or any 
wage relief, would continue to report 
monthly deficits. February is the lightest 
traffic month in all normal years, and the 
seasonal improvement alone should enable 
the carriers to earn $200,000,000 net in 
1921 on the basis of actual results in Jan- 
uary and February. This is less than 
20% of what they are entitled to earn 
under the Transportation Act and only a 
little more than 1% on their valuation. 

With $200,000,000 net as a starting point, 
it remains to determine how much can be 
added to this sum through savings in op- 
eration, because not much is expected 
from an increase in the volume of traffic 
beyond the seasonal increase, already 
provided for in the $200,000,000. 

An important saving, although not one 
of the largest, can be expected in the fuel 
item. Most of the carriers make their 
annual coal contracts around April 1, 
and they are now actually buying cheaper 
coal, the average saving being estimated at 
50 to 75 cents a ton. The results of the 
lower priced coal will not become mani- 
fest in the monthly returns until the car- 
riers begin to consume the cheaper fuel, 
but as few of them had large stocks the 
savings should become apparent in the re- 
ports for May. At the existing rate of 
consumption, it is estimated that the roads 
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will save for the remainder of 1921 at 
least $50,000,000 on their coal bills, and 
the estimate has run as high as $75,000,- 
000. 

The Railway Labor Board has abro- 
gated the present national agreements as 
of July 1, and the estimates of the saving 
to be effected under the new agreements 
vary. If Mr. Atterbury’s estimate of 
$300,000,000 per annum is correct, the sav- 
ing in the last half of 1921 would be 
$150,000,000. Another estimate, based on 
the best obtainable data, places the saving 
for the rest of the year at $100,000,000. 


Restoring Old Wage Scale 


It is further expected that the Railway 
Labor Board will restore approximately 
the wage scale in effect before the last ad- 
vance. There will be some lines of em- 
ployment, such as the switchmen, that 
will probably retain a part of the advance 
to keep them in line with the others, but 
the cut is expected to be nearly general 
and about the same as the advance. The 
increase last year amounted to about 
$700,000,000 annually as applied to the 
number of men then employed, and it 
would amount to about $500,000,000 an- 
nually as applied to the number now em- 
ployed. If the reduction is made appli- 
cable May 15, as seems likely at present, 
the saving from this source in 1921 would 
amount to at least $250,000,000 and it 
might reach $300,000,000. 

There will be other savings from other 
sources as commodity prices decline, but 
it is impossible to estimate their effect in 
detail. The recent cut in steel prices is 
beneficial to the railroads, and they are 
buying their ties for considerably less than 
they paid a few months ago. 

On the basis of the minimum estimates 
in the foregoing paragraphs, it is pos- 
sible to calculate a net operating in- 
come for the railroads in 1921 of $600,- 
000,000, or more than $700,000,000 if 
the higher estimates are used. These 
figures would compare with $1,080,000,- 
000, which the roads should earn to 
obtain 6% on their investments. Rail- 
road interest is now running about 
$500,000,000 a year and railroad divi- 
dends nearly $300,000,000. Thus, it 
will be seen that the roads as a whole 
are unlikely to cover their interest and 
dividend requirements this year. On 
the other hand, most of the savings 
accrue for only part of the year. Giv- 
ing effect to the same savings for a 
full year would show the roads within 
reasonable distance of a full 6% on 
their property, and such a hope for 
1922 is not extravagant. 


Course of Railroad Rates 


Although there has been a good deal 
of discussion concerning a reduction in 
railroad rates, no general reduction would 
be possible in the near future without an 
amendment to the Transportation Act. In 
fact, no general reduction would be pos- 
sible until the country became committed 
to the policy of confiscating the property 
of railroad security holders. As for spe- 
cial rates, they are already being reduced 
by the managements wherever they are 
found to be oppressive to the extent of 
preventing the movement of freight. Such 
adjustments in rates, however, are de- 
signed to increase rather than diminish 
net income, and, where they are volun- 


tarily applied by the managements, they 
usually work out as designed by stimu- 
lating traffic. 

It is not unreasonable to expect the im- 
provement in railroad earnings to be as 
marked from February to October as the 
decline was marked from October to Feb- 
ruary. In smaller measure, seasonal de- 
clines and improvements between these 
periods occur in all normal years, but 
the special causes that gave rise to the 
exceptional decline last winter are nearly 
certain to be followed by offsetting special 
causes during the few months ahead. 

The increase in railroad rates last year 
was not intended to place the weakest 
carrier on a dividend basis, and no one at 
all informed on the subject expected that 
it would. A few roads, including some 
of the larger systems, had been moving 
down hill for several years prior to Fed- 
eral control, and in some instances their 
position was not helped by the Railroad 
Administration, 

It is hardly to be expected that such 
properties will be immediately saved by 
any general improvement in sight. It is 
nearly inevitable that there will be some 
receiverships and a few dividend cuts or 
suspensions in 1921. In nearly all these 
instances, the prices of the bonds have 
largely discounted future defaults, and 
the prices of stocks the insecurity of the 
existing dividend rates. 


Much Good News Recently 


As these unhappy announcements are 
made from time to time, they cun be ex- 
pected to depress the market for rail se- 
curities for a short time, depending on the 
importance of the announcement, but the 
general market should follow the improve- 
ment in the general railroad situation. 

In a period of gloom such as the coun- 
try has been passing through, it is cus- 
tomary to overlook the favorable news, 
and in this connection it should be pointed 
out that not all the news of the last few 
months affecting individual carriers has 
been bearish. 

Against the receiverships ahead, it 
should be remembered that since the end 
of Federal control workable plans have 
been announced for relieving Denver & 
Rio Grande, Missouri, Kansas & Texas 
and Chicago & Eastern IIlinois from re- 
ceiverships. 

Offsetting the possible dividend cuts or 
suspensions of the future, it is well to 
bear in mind that in the last six months 
New York, Chicago & St. Louis has 
placed its common stock on a 5% basis; 
New Orleans, Texas & Mexico has placed 
its stock on a 6% basis; and Buffalo, Ro- 
chester & Pittsburgh has increased its div- 
idend. It is not at all unlikely that two or 
three railroad dividends will be initiated 
in the next six months. 

Against other unfavorable news, it 
should be remembered that Southern Pa- 
cific has recently distributed an oil equity 
worth at the market about $75,000,000; 
Delaware, Lackawanna & Western has an- 
nounced its intention to distribute the 
most valuable anthracite equity in the 
country and has received permission to 
capitalize $45,000,000 surplus; while 
Western Pacific will seek permission to 
distribute a 3344% stock dividend repre- 
senting its new equity of $30,000,000 in 
Denver & Rio Grande. 

(Continued on page 17) 
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Cotton Belt’s Exceptional Showing 


Company Able to Cover Charges Under Conditions That Would Mean Bankruptcy for Others— 
Plowing Back Large Amounts for Betterment 


WICE before THe MAGAZINE OF 

Watt Street has recommended two 

classes of securities of St. Louis 
Southwestern Railway when the recom- 
mendations have proven highly profitable 
to those who followed them. One of 
these profits was taken in a bond occupy- 
ing an investment position and the other 
in the common stock, whose purchase was 
advised around 14 as a speculation. For 
the third time one of the company’s securi- 
ties seems to be in a particularly good 
position to advance. 

To those who remembered St. Louis 
Southwestern’s operations in 1917, when 
the company earned more than $22 a share 
on the common stock, the excellent show- 
ing during the guaranty period, when this 
road was running for its own account, was 
not particularly surprising, but even the 
enthusiasts for this property would hard- 
ly have predicted as favorable results as 
have been obtained since the traffic slump 
hit the country last fall. 

St. Louis Southwestern rejected the 
Government guaranty, and hence began 
operations for its own account on March 
1, 1920. Thus, the income statement for 
last year, an estimate of which is pre- 
sented in Table I, will contain two 
months’ rental and ten months’ results of 
operations. The figures are actual with 
the exception of other income and fixed 
charges which are estimated. The esti- 
mate of fixed charges is believed to be 
liberal, and a less conservative estimate 
might easily show the company to have 
earned $10.50 on the common. As no 
dividend is being paid on the preferred, 
the company must have closed the year 
with an undistributed surplus of about 
$2,500,000, most of which was doubtless 
appropriated for additions and better- 
ments in pursuit of the policy that has 
been followed for the last ten or twelve 
years. 

Table II is a company statement and 
shows the actual surplus after charges. 
In this connection, it should be remem- 
bered that January and February are the 
two lightest traffic months in the year. 
Thus, without any improvement beyond 
the seasonal betterment and without any 
operating savings, which are expected 
from the wage and working readjust- 
ments, Cotton Belt would do very much 
better than indicated on the basis of a 
full year. 


Operating Results Compared 


It is interesting to compare the com- 
pany's operating results with those of all 
the Class 1 roads in January and Feb- 
ruary. The roads as a whole reported a 
net operating deficit of $7,378,307 for Feb- 
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ruary and $8,214,542 for the first two 
months of the year. Railroad bond inter- 
est is running at the rate of $40,000,000 a 
month. Thus, the Class 1 roads had a 
deficit after charges for the first two 
months of the year of something like $88,- 








I—ESTIMATED INCOME AC- 
COUNT FOR 1920, 


Two months’ rental 
Ten months’ operating net 


TABLE 


Equivalent of year’s oper. net. .$5,173,561 
Other income (est.) 380,000 


$5,553,561 
3,000.000 


Fixed charges (est.) 


Net for preferred 

Pfd. div. now unpaid 
Net 5 $1,553,561 
Net per share of com $9.50 
TABLE II.—Combined operating and cor- 


porate account for first two months 
of 1921, 


$2,553,561 


2 mos. 
Gross revenue $4,075,734 
Net after taxes .... 405.667 
Total income 
Surp. after charges. 


557,382 
16, 239 22,544 
TABLE III.—Detailed operating statement 
for first two months of 1921, 
St. Louis Southwestern. 


Feb. 2 mos 
Gross revenue $1,296.889 $2,816, 535 
Maint. of way 
Maint. of equip 
Total maint. 
Total oper. exp. 


Net oper. income .. 288,004 


St. Louis Southwestern of Texas. 
Gross revenue ——_ $1,259,199 
Maint. of way 
Maint. of equip 
Total maint. 

Total oper. exp 


Net oper. deficit.... 127,209 




















000,000 compared with Cotton Belt’s sur- 
plus. This means that St. Louis South- 
western could cover its charges under 
operating and business conditions that 
would soon thrust 90% of the country’s 
mileage into bankruptcy. 

Practically all the roads reduced their 
maintenance allowances last December 
when the traffic decline became violent. A 
few, such as Union Pacific, Chicago & 
Northwestern and Atchison, fully main- 
tained their properties into 1921 and this 
accounts for the bad showing of such 
roads in the early months of this year. 
Cotton Belt, considering the system as a 
whole, is still appropriating a large pro- 
portion of gross to maintenance. 

Those who have been interested in the 
progress of this property will recall the 
controversy between President Herbert 
and the Railroad Administration over the 
question of under-maintenance, and the 
writer thinks there is little doubt that this 
company has one of the best claims against 
the Government on that score. At the 
time the six months’ guaranty was pro- 


vided, President Herbert rejected it on 
the ground that he wished to spend more 
on maintenance than would be permitted 
if he accepted it. On the Texas lines in 
particular, maintenance allowances have 
been and still are abnormal. 

Reference to Table III will show what 
maintenance ‘charges were on both parts 
of the system in February and two months. 
The parent company spent 30% of gross 
for maintenance in February and 35% in 
two months, while the Texas lines spent 
55%, an abnormally high ratio, in both 
periods. The system as a whole spent 
over 4%, a rather high ratio, in the 
two months. From this it will be seen 
that the Texas lines, once the deferred 
maintenance that accumulated during 
Federal control is extinguished, will be 
able to operate profitably and will cease 
to be a drag on the parent company’s 
lines. 


Relationship of Bond Prices 


The general financial structure of this 
company and the progress of the prop- 
erty’s valuation have been discussed at 
length in recent issues of the MAGAZINE 
and it is mot necessary to traverse the 
same ground again so soon. Having 
shown the company’s remarkable and sus- 
tained earning power through a period of 
serious business depression and under 
high wages and burdensome working con- 
ditions, it remains only to call attention 
to the faulty alignment of the company’s 
bonds in the market. 

The underlying debt of the company 
consists of $23,042,000 first and second 
mortgage 4s. These are followed by $21,- 
591,000 consolidated 4s maturing June 1, 
1932. Of the terminal and unifying 5s 
maturing January 1, 1952, $8,155,000 is 
outstanding. There is about 25% of first 
mortgage security for the 5s, but with this 
exception they afe subject to the consoli- 
dated 4s, and they are altogether so sub- 
ject with respect to the property on which 
the latter are secured. 

The terminal 5s, with 30% years to run, 
are now selling at 69, to yield 7.60%, and 
have recovered seven points from a low 
of @2 this year. The consolidated 4s, 
with 11 years to run, are now selling at 
63, to yield 950%, and have recovered 
two points from a low of 61 this year. 


There is no reason why there should be 
such a spread in the yields of two 
bonds of the same company, especially 
when the yield is in favor of the senior 
bond. The only advantage in the 5s is 
their longer period to run, all the other 
factors being on the side of the 4s, for 
the retirement of which 5s are provided. 

In order to be on the same income 
basis as the terminal 5s, that is, 7.60%, the 
consolidated 4s would have to sell at 73%, 

(Continued on page 64) 
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Western Pacific Railroad Corp. 








Denver & Rio Grande Railroad Co. 





What Can Western Pacific Earn? 


Returns Last Year Equalled 28% of the Stock’s Market Price—How Actual Results Compare 
with the Results Reported—The Market Outlook 


O idea can be had of the actual in- 
come that accrued last year on 
Western Pacific preferred and com- 
mon stocks without an understanding of 
the intercorporate relations of the operat- 
ing and holding companies and of Den- 
ver & Rio Grande, together with the rela- 
tions of all to the Equitable Trust Com- 


pany. . 

The Western Pacific Railroad Company, 
which is only a proprietary and operating 
concern, has no stock in the hands of the 
public, although it issued the .bonds out- 
standing. This is the company that makes 
regular monthly and annual reports. All 
its $27,500,000 preferred and $47,500,000 
common stock is owned by Western Pa- 
cific Railroad Corporation, which has like 
amounts of preferred and common stocks 
in the hands of the public. 

The Corporation, known as the holding 
company, possesses valuable assets and 
some earning power, but it has never is- 
sued a report. The Equitable Trust Com- 
pany, as trustee under the old Western 
Pacific mortgage, is acting in the same 
capacity under the claims against the Den- 
ver & Rio Grande. Some of the assets 
obtained under the original judgment have 
been turned over to the holding company 
and others have not. 

These relations result in a very com- 
plex situation, but it is certain at least 
that the surplus income of Denver & Rio 
Grande for 1920, since the sale of that 
property was confirmed, accrued to the 
benefit of Western Pacific stocks. This 
surplus can be closely estimated, as well 
as that of Western Pacific itself. Not 
only did Denver’s surplus so accrue, but 
to a large extent the surplus was paid in 
cash to the trustee 


under the higher rates in the last four 
months of the year. 


Other Income 


Other income of Western Pacific in- 
cludes only that of the operating company, 
and is mostly made up of intefest on trust 
funds. As the holding company also had 
several millions in cash to its credit, its 
interest must have been considerable, but 
there is no way of estimating the sum. 

Other income of Denver & Rio Grande, 
as stated in the table, includes $500,000 
dividends on the stock of Utah Fuel Com- 
pany, now impounded under an order of 
court. This order was issued in connec- 
tion with a suit to determine whether the 
Denver first and refunding 5s have a 
second collateral lien on the fuel stock. 
The point at issue is whether the divi- 
dends should be paid to Denver or West- 
ern, and not whether they should be paid 
to a third party. As the Denver is now 
owned by Western, the litigation, however 
decided, cannot prevent the ultimate pay- 
ment of the dividends to Western, especi- 
ally as the interest has been paid on the 
Denver first and refunding 5s. 

Fixed charges of Denver include $700,- 
000 interest on the adjustment 7s, but do 
not include interest on the judgment held 
by Western Pacific as this is an intercor- 
porate item. In 1918 a charge for judg- 
ment interest of $2,722,648 was set. up and 
in 1919 $2,626,333. These sums represented 
accruals, but last year $2,350,000 was ac- 
tually paid to the trustee, and it is under- 
stood that the remainder of the judgment 
carried 8% interest. For the purposes of 
a joint income statement, these items can 
be ignored. 

All the surplus income of Western Pa- 
cific after preferred dividend accrues to 


should share ratably in the avails of the 
suit against Denver, and income as well 
as assets obtained under the judgment 
would be subject to this provision. 

Thus, the $4,659,262 estimated surplus. 
income of Denver would have to be ap- 
portioned to the whole $75,000,000 West- 
ern Pacific stock of both classes. The 
management of the parent company has 
arranged to take care of this obligation by 
distributing to both preferred and com- 
mon stocks a 3144% stock dividend, equal- 
ly divided between 1634% of preferred 
and 163%4% of common. Such a distribu- 
tion would be deemed to include all the 
equities derived from Denver & Rio 
Grande in the form of assets or surplus 
income. 


Application of Denver’s Surplus 


On the basis of the tabular computation, 
Western Pacific proper, without including 
the income of the holding company, earned 
last year $8.33 a share on the preferred 
stock and $1.37 on the common. Denver 
& Rio Grande, with the inclusion of the 
Utah Fuel dividend, earned, after its own 
charges, $6.21 a share on both classes of 
Western Pacific stock. Thus, the two 
properties earned jointly $14.54 a share on 
Western Pacific preferred and $7.58 a 
share on Western Pacific common. The 
application of Denver’s full surplus to 
Western Pacific common would show that 
issue to have earned more than $11 a share 
after the Western Pacific preferred divi- 
dend. 

Without pursuing further the respective 
rights of Western Pacific preferred and 
common, the chief point to consider is 
that $5,300,000 surplus income after alf 
charges and dividends accrued to the ben- 
efit of the joint properties in 1920. 

With respect to 
the future, 1920 may 





under various orders 





of the court. 
Reference is now 
made to the table 
herewith. Both 
roads, in common 
with all others, re- 
ceived Government 
compensation in Jan- 
uary and February. 
This item is final as Net income 
far as Denver is Pref 
concerned but West- 
ern has made out an 
exceptionally good 
case for additional 
compensation. The 
positions of the two 
roads differed in the 


January-February 
March-August 


Surplus income 





ESTIMATED JOINT INCOME ACCOUNT FOR 1920. 
Net operating income— 


September-December 


APPLICATION OF SURPLUS INCOME. 
West. Pac, pfd, 


Western Pacific income 
Denver & Rio Grande income 


be deemed a fairly 
characteristic year 
for Denver & Rio 
Grande but not for 
Western Pacific. 
Denver obtained 
very good results 
during the test pe- 
riod, and it followed 
that standard return 
was an adequate 
compensation. For 
eight months of the 
year Denver received 
Government rental 
or its equivalent. The 
company did rather 
better in the last four 


Den. & Rio Grande 
$1,386,563 
4,159,688 

4,563,011 
$10,109,262 
650,000 


$10,759,262 
6,100,000 


$4,659, 262 


West. Pac. com. 
$1.37 per share 
6.21 per share 


$7.58 per share 

















succeeding six 
months from March 
to August inclusive. While Denver 
accepted the Government guaranty, West- 
ern elected to operate for its own 
account and made money by doing so. 
Both roads operated for their own account 


the common stock, but the same would not 
be theoretically true of Denver net in- 
come after charges. The reorganization 
plan of Western Pacific provided that the 
$75,000,000 preferred and common stocks 


months, which sup- 
ports the expectation 
that it will not do much worse in the future. 
However, it is not reasonable to expect 
Denver to do much better than in 1920 
until a considerable sum of money has 
been spent on the property. 
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The position of Western Pacific in 1920 
was quite different. Its standard return 
was grossly inadequate and it received 
only this rate for the first two months of 
the year. For the following six months 
it operated for its own account under the 
old tariffs, and for four months of this 
period it operated under the increased 
wages. Only during the last four months 
of the year, part of which period was 
marked by depression, did the company 
have an opportunity to demonstrate even 
its present earning power. 

Moreover, plans for the construction 
and purchase of feeders, which the com- 
pany needs badly, were interrupted by 
Federai control, and the money in hand 
for these plans, being a trust fund, has 
drawn only nominal interest. The com- 
summation of these projects should greatly 
increase the property’s earning power. 

With these plans carried out, for 
which no new financing will be neces- 
sary, and under normal operating con- 
ditions, Western Pacific’s net should 
run about two-thirds of Denver’s, or 
between $5,000,000 and $6,000,000 a year, 
as compared with $3,656,820 in 1920. 

In view of the facts as here presented, 
Western Pacific preferred, selling around 
68, must be deemed a sound investment 
priced below its worth, while the common 
around 30 offers one of the best specula- 
tions in the rail list—W. Pac. vol. 27, p. 
872; D. & Rio G. vol. 27, p. 385. 





THE SHIPPING OUTLOOK 
(Continued from page 3) 











market. Finally, it should be said that 
the amount of cargo tonnage under con- 
struction is rapidly decreasing, so that for 
a time at least the output promises to fall 
below the normal rate. 

Today there are not less than ten 
million tons of shipping laid up through- 
out the world because of lack of business. 
The enforced idleness of so much capital 
is undoubtedly a great misfortune, but it 
must be recognized that the situation is 
not without its salutary aspects. The ves- 
sels which have been withdrawn are 
presumably the less efficient ones, and 
once out of service many of them will 
never return. Had the crisis been less 
severe these inefficient vessels might have 
remained in service for a much longer 
time, and thus exercised a continued un- 
settling influence on the freight market. 
Moreover, by reducing the excess of ton- 
nage these withdrawals have given the 
current market a degree of stability, and 
have enabled the more efficient ships to 
stay in service with greater chance of 
matching expenses with earnings. 


Shipping Conferences Help Industry 

Another desirable result which has 
arisen out of the depression is the greater 
recognition of the utility of shipping con- 
ferences and rate agreements in inter- 
national trade. An excessive supply of 
any commodity or service, when thrown 
upon the market without restraint, inev- 
itably leads to cut-throat competition. 
This is at once disastrous to the seller, 
and although the fact is not so generally 
recognized, it generally leads to the in- 
jury of the buyer, for it induces poor 
quality and gives an uncertain and specu- 
lative aspect to the whole market. The 
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Analysis of Railroad Earnings for 


First Three Months of 1921 


THE appended table differs from the 

one published in preceding issues in 
that it deals only with operating results in 
1921, those for the last. four months of 
1920 having been dropped. Many: of the 
roads have now issued their pamphlet re- 
ports for last year so that operating results 
prior to 1921 are available. 

Due to the fact that September, Octo- 
ber and November, 1920, were months of 
heavy traffic, while the first three months 
of 1921 witnessed a severe depression, the 
exhibits in this table make a much worse 
showing for most of the roads than those 


formerly presented. It is not likely that a 
volume of traffic such as the roads had 
last fall will be enjoyed again in the near 
future. On the other hand, the roads 
will make a much better showing than 
they did in the first quarter of 1921, 
merely from savings in operation and with- 
out any traffic expansion. For this rea- 
son, a continuance of such results as are 
shown herein cannot be expected. 

The table which follows is compiled on 
the assumption that the first quarter repre- 
sents 19% of the traffic year, as it did in 
the test period: 





Net Oper. Def. 


Chesapeake & Ohio ....... 
Chicago Great Western ... 








Chicago, Mil. & St. Paul $2,473,236 
Chicago & North Western ..... 1,261,836 
Chicago, R. I. & Pacific ....... S000 
Delaware & Hudson ........... — 
Great Northern ............... 2,910,229 
Illinois Central . sees 
Lake Erie & Western $11,915 
Lehigh Valley 1,475,742 
Louisville & Nashville 1,946,447 
Minn. & St. Louis ° 205,355 


Missouri Pacific 
New York Central ............- 
N. ¥., Chi. & St. Louis ...... 
N. Y¥., New Haven & Hart. ... 
N. ¥., Ontario & Western ...- 58,144 
Norfolk & Western ........... 
Northern Pacific .........++..- 
Pennsylvania R. R. ........... 1,252,231 
Pere Marquette ...........+++- ooes 
Seaboard Air Line ............ 
Southern Pacific 
Southern Railway .........+.+.. 
Texas & Pacific ...........++- 
Union Pacific ........6sseeess 
Western Maryland 
Western Pacifio—D. & R. G.... 
Wheeling & Lake Erie ........ 


(a) On all three classes of stock. 


prior preferred. (e) Inclusive of D. & BR. G, 
increased stock issue. 





oil income and after adjustments for diminished charges and increased stock issue. 


% Charges §$ per Share §$ per Share 
Earned of Pfd. on Com. 
wan 1.80 oun 
ai Sie 12,00 
100% aan 
we 7,00 
50 See 
56 
100 
93 
22.75 
30 - 
65 —_ 
(a) 11,00 
2.00 
80 
(b) 90 bee 
(ce) 6.65 
(b) &4 she 
‘ ~~ 4.60 
(a) 5.00 a 
(e) 1.20 
(b) Exclusive of income bond interest. (c) Without former 
(d) On 
income and after proposed readjustments and 




















formation of shipping .conferences several 
decades ago was the culmination of years 
of bitter experience in competition for the 
carrying trade of the world. The war, 
and the abnormal conditions of the post- 
war period, for a time led the shipping 
community to forget this valuable lesson. 
The re-awakening to the utility of confer- 
ence arrangements, which has been in evi- 
dence recently, is a happy omen both for 
the immediate and the more remote future. 

In spite of the gloomy outlook for 
the present, there are, therefore, nat- 
ural forces at work which will event- 
ually bring about a readjustment of the 
present’ abnormal conditions in the 
shipping industry and a revival of 
at least a measure of prosperity. 
This statement applies to the world situ- 
ation. What part American shipping will 
have in this revival remains to be seen. 
American participation in the trade of the 
world should be large. We have the ships 
to transport a large part of our overseas 
imports and exports. The open question 
is whether American operators can run 
their vessels profitably in competition with 
foreign tonnage. Under present condi- 
tions there is no doubt on this point— 
American operators cannot compete. They 


are handicapped by higher wages and more 
exacting navigation laws. American capi- 
tal will not remain in an unprofitable in- 
dustry, and unless these unfavorable 
conditions are changed, or American 
ships given assistance sufficient to off- 
set the disadvantages under which they 
are operated, our merchant marine will 
be forced off the seas. 


(Continued on page 67) 





BRIGHTER DAYS FOR THE 
RAILROADS 
(Continued from page 14) 











Summarizing the foregoing comment, 
it is not difficult to foresee a great im- 
provement in the general railroad situa- 
tion within two or three months, with 
the movement gradually accelerated 
toward the end of the year. Mean- 
time, however, the situation as meas- 
ured by current earnings is as black as 
it well could be. If anything is to be 
learned from the lesson of last fall, 
this is the time to buy both investment 
and speculative railroad securities, each 
carefully selected in its respective class. 
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Pennsylvania Railroad 





The Pennsylvania Dividend Cut 


Road’s Weaker Position Pointed Out Thirteen Months Ago— 
Present Price of Stock Arouses Interest 


HE obligation of THE MaGaZzINE oF 

WALL STREET to its readers, who in- 
clude thousands of small and conserva- 
tive investors, requires it to forecast un- 
toward as well as happy events. The 
specialists who contribute to it are never 
elated at the necessity of predicting the 
unfortunate, but whatever the color of 
the forecast, they must in the discharge 
of their duty—which is tremendous in its 
aggregate importance—shape their prophe- 
cies with coming developments. 

No single event in railroad finance 
could bring distress to so many persons 
as a reduction in the dividend rate of 
Pennsylvania Railroad and no one con- 
nected with this periodical ever has or 
ever will feel an instant’s gratification 
over the event. However, when the neces- 
sity for the recent action of the directors 
in reducing the rate from 75 cents to 50 
cents a quarter became manifest more 
than a year ago, it became our duty to 
call attention to this situation. 

In our issue of March 20, 1920 (over 
thirteen months ago), pages 710-711, ap- 
peared a moderately-worded article carry- 
ing the following sub-head: “Will Amer- 
ica’s Greatest Transportation System 
‘Come Back’ in Time to Save Present 
Dividend Rate?” In conclusion, it was 
pointed out: “Meantime, other railroad 


stocks, ‘more secure in their dividends, are 
selling lower.” 

The article gave rise to considerable 
protest, and President Samuel Rea wrote 
us, saying that the position taken by the 
writer of this and other similar articles 
was very misleading, asserting that they 
needlessly disturbed stockholders, many of 
whom were women. His letter appeared 
in the issue of May 15, 1920, page 39, and 
was answered in the issue of May 29, 
page 100. 

The answer to Mr. Rea went further 
than previous articles and advised readers 
to sell Pennsylvania stock at 43, then the 
price, and buy Atchison common, which 
was then selling at 80. In a later issue 
(March 5, 1921), when Pennsylvania was 
selling at 40, attention was again called 
to the position of the stock. 

Events have justified the forecasts and 
the counsel, but the only gratification felt 
by any one connected with this periodical 
arises from the knowledge that some of 
its readers must have averted losses. 

Pennsylvania shares are selling at this 
writing at 35%, which is very high for a 
4% issue, and therefore would seem to 
be discounting an early resumption of the 
former rate. Recent operating results 
hardly support this. view; in fact, they 
show that Pennsylvania needs a larger 
measure of relief than the average road.— 
vol. 27, p. 872. 








HIGH RENTS OBSTRUCT TRADE REVIVAL 
(Continued from page 9) 








A recent survey of the costs of liv- 
ing made by the U. S. Department of 
Labor in thirty-two cities shows the 
extraordinary increase in rents. Until 
December, 1917, the increase was only 
a little more than two per cent over 
the 1913 rate. But beginning in 1918 
the percentage of increase over the 1913 
figure began to rise rapidly. By Decem- 
ber, 1918, it went to 9.2 per cent; by 
December, 1919, to 25.3 per cent, and by 
December, 1920, to 51.1 per cent. 

The percentages of increase in other 
items of the cost of living were, it is true, 
greater than those for rent. But in the 
case of most of these items, prices have 
been constantly falling. Thus food which, 
in June, 1920, stood at 119% increase over 
the 1913 cost, diminished to a 78% in- 
crease in December, 1920, and the per- 
centage of increase compared with 1913 is 
now still lower. The cost of clothing 
reached its high point in June, 1920, when 
it was 187.5% increase over the 1913 cost; 
by December, 1920, the increase had fallen 
to 158.5%; and: it is still further being 
lowered. Furniture and furnishings also 
show a decrease. 

Rent is the chief item in the cost of 


living which has not only gone up and 
stayed up, but which in many cases is 
being still further increased despite 
remedial laws in some cities. The 
great drain upon the average family’s 
budget of expenditure is shown by the 
successive increases of rent in various 
cities. 

In Chicago the cost of rent rose only 
1.4% from December, 1914, to December, 
1917, but from then to December, 1920, 
the increase over 1914 reached 48.9%. In 
Cleveland, Ohio, there was an increase of 
11.3% from 1914 to December, 1917, from 
which time it sharply rose until by the 
end of 1920 it reached an 80% increase 
over 1914. In Boston the rent increase 
rose nearly 25% from the end of 1917 to 
the end of 1920, and in New York City 
nearly 36% in the same period. The rent 
increase in Philadelphia during those three 
years was also nearly 36%, and in Balti- 
more 46.5%. In Detroit, from 1914 to 
1917, rents increased 32.6%, ascending by 
December, 1920, to 108.1%. Buffalo, in 
December, 1920, showed an increase of 
48.5% over the 1914 rates, Norfolk 90.8%, 
and Washington, D. C., 68%. The great 
percentage of these increases took place 


from December, 1918, to the same time in 
1920. 

These figures of the United States De- 
partment of Labor are likely enough ex- 
tremely conservative. At the headquarters 
of the New York City Mayor’s Committee 
on Rent Profiteering it was stated that 
from October, 1919, to November, 1920, 
there was a total of 24,000-rent cases, in- 
volving 288,000 tenants before the com- 
mittee. In that year alone the rents of 
one-half had been raised 25%, the rents 
of at least one-quarter had been raised 
100%, and the rents of the reniainder had 
been increased more than 100%, some- 
times going as high as 200%. The com- 
mittee has received many letters from 
tenants complaining that they have to pay 
out so much of their income in rents that 
they cannot afford to buy goods. 

This is the point of the rent situation 
generally. The wage-earning and the 
small-salaried professional workers are 
the classes hardest hit. Buying condi- 
tions would be even worse than they are 
were it not that in many cases families 
have doubled up in a single apartment or 
taken lodgers in order to be able to pay 
the high rents. In New York City, where 
the average rent for an old five-room flat 
several years ago was $18 to $24 a month, 
it is now generally twice and often three 
times that amount. 


Chambers of Commerce Active 


In some cities chambers of commerce 
have realized the serious drawback upon 
trade of the housing situation, and the 
intimate relation the question of rents 
bears to the purchasing power of the 
public. They have been helped in obtain- 
ing legislation, and have stimulated hous- 
ing associations and secured bank assist- 
ance in promoting house building. The 
United States Chamber of Commerce re- 
cently made an inquiry as to housing and 
rental conditions. In one California city 
of 4,000 population the chamber of com- 
merce fostered a housing association which 
is co-operating with the bank. The bank 
supplies 60% of the cost, taking first 
mortgage ; the housing association supplies 
the remainder of the cost on second mort- 
gage. But in most of the large cities 
chambers of commerce and boards of trade 
have held aloof from the housing problem, 
not apparently being aware that the 
quicker this was settled the sooner would 
industry function better. 

A landlord can at the utmost use only a 
certain amount of goods for himself and 
his family, but if he has, let us say, twenty 
tenants, the high rents that they have to 
pay mean that the twenty have much less 
of a purchasing power at the stores. 
Such a case has only to be extended 
until it covers millions of tenants to get 
a concrete idea of what a paralyzing in- 
fluence excessive rents are having upon 
general trade. 





OUR MERCHANT MARINE CRISIS 

The future of our merchant marine 
development is at stake and its present po- 
sition is the outcome of haphazard efforts 
to deal with a problem the requirements of 
which necessitated from the beginning a 
settled policy and a well defined purpose. 
It is the duty of all Americans to prevent 
the elimination of our overseas fleet from 
the world’s carrying trade. 
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The Bond Market 


Increasing Interest in Bonds 


Huge Burlington Issue Outstanding Feature—Its Success Counteracts Depressing Effect of Pennsy 
Dividend Cut—Finding the Bargains 


INCE our fast review of the bond 
S market was written the interest of in- 

vestment houses has converged on the 
Northern Pacific-Great Northern refunding 
loan. This issue, totalling $230,000,000. 
was the largest piece of railroad financing 
ever accomplished. The bonds were han- 
dled by one of the most influential bank- 
ing syndicates ever gotten together and 


By H. I. PERRINE 


Many investors have, no doubt, scram- 
bled to place their funds in this new is- 
sue on the strength of the high credit 
standing of the maturing bond. 

The new issue of bonds was admitted to 
the New York Stock Exchange list two 
days before the books were opened, this 
being the first case in which the Exchange 
has permitted the listing of a new bond 
before the official opening of the books. 
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every effort was exerted toward making 
the loan a huge success. They were issued 
to take care of the $215,000,000 Joint 4% 
Bonds which were sold in 1901 by the two 
Hiil roads for the purpose of acquiring the 
stock of the Chicago, Burlington & Quincy 
Railroad. These latter bonds mature next 
July and all during the past year there 
had been much speculation in investment 
quarters as to what arrangements would 
be made to take them up at maturity. Sev- 
eral hearings had been held before the 
Interstate Commerce Commission in con- 
nection with this financing, but it was only 
recently that definite plans were formulated 
for their retirement. A plan had been 
drawn up earlier in the year, but after 
careful consideration it was rejected by 
the Commission and the adoption of a new 
plan was made necessary. 

The newspapers have given wide pub- 
licity to this issue so that it is not neces- 
sary to comment in detail on the same here. 

The issue was one of the most success- 
ful offerings ever made. The bonds were 
very well received by the public and there 
was a large over-subscription. The is- 
sue will, no doubt, occupy the same prom- 
inent position in the bond market that 
was held for so many years by the Bur- 
lington 4% issue. 

The latter security has always been 
held in high regard by investors, has been 
one of the most active bonds on the ex- 
change and has been noteworthy for its 
stability of price even in the face of the 
most adverse conditions. 
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The initial sale was made at 97, an ad- 
vance of % point over the offering price. 
Subsequent sales, however, took place at 
96% and 96% with most of the business 
done at the latter figure. 

The new Great Northern 7s have also 
been listed on the Exchange and have 
sold around 9654; the new Northern 
Pacific Refunding 7s are also listed and 
have been quoted around the same figure. 
On the day of the offering and every day 
since, there has been enormous trading in 
the maturity 4s which reached a level 
only a fraction below par. 

As these latter bonds were accepted 
at par in exchange for the new it is 
probable that much of the trading in 
them was due to purchasing for purpose 
of exchange. 

The effect of this huge flotation of bonds 


on the investment market will be watched 
with a great deal of interest. 

There is little doubt but that the success 
with which the loan met will prove to be 
a wonderful stimulus not only to the bond 
market but to the railroad outlook as 
well. Bankers had been anxiously await- 
ing the outcome of the financing as the 
course of future financing had been de- 
pendent upon its success or failure. 

Many railroads are badly in need of funds 
and their future is linked with the success 
of the Burlington flotation. Numerous in- 
dustrial and public utility companies have 
also been contemplating issues of securi- 
ties, but have considered it advisable to 
hold off pending the accomplishment of 
thts piece of financing. 

In view of the successful flotation of 
this loan it may be taken for granted that 
there will be a flood of new financing 
comparable to that of the first two months 
of this year. 


Pennsylvania’s Dividend Cut Depressing 


The effect on the railroad situation of 
this’ successful flotation will be somewhat 
nullified by the reduction in the dividend 
rate on the Pennsylvania stock. 

It is extremely unfortunate that the 
announcement of this dividend reduc- 
tion came at just this time, as it 
served to call attention to the plight 
of the railroads just when the situ- 
ation showed every prospect of clearing. 
The roads have just recently begun to get 
a grip on operating expenses as is indi- 
cated by the remarkable improvement 
shown in the March earnings report and 
the announcement of a successful flotation 
of a large railroad issue was counted upon 
to swing sentiment over to the side of the 








Issue 
Pennsylvania 6%s 
Pennsylvania 7s 
Chicago North Western 6%s 
Chicago North Western 7s 
New York Central 7s 
Louisville & Nashville 7s 
Delaware & Hudson 7s 


St. Louis Southwestern Cons. 4s 
St. Louis Southwestern Term. 5s 
Kansas City Southern Ref. 5s. 
Colorado Southern Ref. 4%s 
Rio Grande Western Ist 4s... 
St. Louis, San Francisco Ine. 6 
St. Louis, San Francisco Adj. és 





FIRST GRADE VS, SECOND GRADE RAILS. 
First Grade. 


Maturity 
1936 


NOTE: The above comparison of seven prominent issues of both classes shows that the market 
action this year of the second grade issue has been much better than that of the first grade. 
Note particularly that the second grade rails are selling much closer to the top of the year. 




















roads. The Pennsylvania dividend reduc- 
tion, however, has further disturbed the 
minds of railroad investors and has offset 
in part the effect of better earnings and 
the prospect of favorable financing con- 
ditions. Pennsylvania 6%s again broke 
co a new low and took with them this 
time the 7% issue of the same road as 
well as the Chicago & North Western 6%s 
and the New York Central 7s. Until 
these new issues of railroad bonds 
which came out last year find their 
selling level it seems useless to hope 
for a revival in railroad bond buying.— 
vol. 27, p. 872. 
Sinclair 744s in Demand 

One of the features of the industrial list 
has been the activity in the Sinclair Oil 
74s due in May, 1925. There has been an 
excellent demand for these notes and trad- 
the price, but the large volume: of trans- 
actions leads to the assumption that they 
ing in them has been unusually heavy. 
There has been only a slight fluctuation in 
have been under accumulation. Compari- 
son with other oil issues of no higher 
grade shows that the notes are selling out 
of line and there seems good reason to 
expect higher quotations before long. The 
notes have attached to them very strong 
features which should make for an im- 
provement in the price. Their conversion 
privilege alone should make strong appeal 
to investors. They carry the option of an 
exchange into common and preferred stock 
on a basis that should eventually prove of 
great value to the purchasers of the notes 
at the prevailing level. 

At the present market quotations for the 
three issues the conversion privilege could 
now be exercised at a small profit to the 
noteholder. In addition to the exchange 
privilege the notes are subject to a sinking 
fund which provides for the purchase of a 
substantial amount of the issue each year. 
They have good security behind them in 
the shape of stock holdings of subsidiary 
companies and earnings prospects of the 
company are such as to give expectation 
to the belief that the current year will 
make even a better showing than the ex- 
cellent results of 1920. In view of the 
foregoing factors it seems extremely 
unlikely that the notes will continue to 
sell at the present low level. In fact 
they appear to be one of the bargains 
of the bond list at the current price of 92. 
Sinclair Oil is one of the leaders among 
independent oil companies and has been 
making decidedly good progress during the 
past few months. The opportunity to 
buy a 734% obligation of the company at 
a price slightly above 90 should not be 
ignored by investors.—vol. 27, p. 633. 


Other Attractive Issues 


There are two other attractive 714% 
issues in the industrial section of the list 
that are now selling at what seem ridicu- 
lously low levels and which should do 
considerably better in the future. One is 
the U. S. Rupper ‘ssue now selling not far 
from 99, and the other the Vircrnra Car- 
OLINA CHEMICAL issue selling around 91. 
The former is a short term note maturing 
in 1930 and the latter is a longer term issue 
falling due in 1932, this difference in 
maturity accounting for the discrepancy in 
price. Both have been very active in recent 
market sessions, but the price trend has 
been downward instead of. upward, there 


20 


seeming to be special liquidation in each 
case. 

Holders of these bonds need feel no 
concern over the decline in price. Both 
issues are sound, have strong protection in 
point of both earnings and assets and 
should recover substantially in price in an 


. improved bond market. The Rubber notes 


only a short time ago advanced to a high 
for the year of 101% as a reflection of the 
excellent earnings report published for the 
1920 year. Their decline to 99 may be due 
in large part to profit taking by those who 
bought earlier in the year at around 96. 
The notes have always enjoyed a good 
market since they were brought out last 
year and with the exception of a short 
time have been selling either at a premium 
or close to par. The Virginia Carolina 
Chemical 7%s have never quite recovered 
from the depression which the fertilizer 
industry has been undergoing in recent 
months. They have suffered considerable 
decline in price along with the stock and 
are now selling at not far from the low 
point of the year. The issue, however, has 
several attractive features and will no 
doubt in time recover to a level justified by 
its merit. It returns a very high yield at 
the current quotation.—U. S. Rubber, vol. 
27, p. 914. 

During the past few weeks we have fre- 
quently called attention to the investment 
and speculative opportunity presented by 
the U. S. Reatty & ImprovEMENT 5s, due 
in 1924. In January, these bonds were 
selling below 80. They have since had a 
steady and consistent advance and recently 
touched a new high for the year. These 
bonds fall due in 1924 and the company 
is said to have been buying them for retire- 
ment. It is reported that only a small 
percentage of the bonds remain out- 
standing and that this balance will soon 
be bought in by the company. 

Realty’s fiscal year ends on April 1 and 
its report for that period will soon be pub- 
lished. It will be interesting to see from 
this report just what progress the com- 
pany has made over the past year in re- 
ducing its funded debt. In spite of the 
advance of some seven points registered by 
the bonds since January, a still further rise 
seems in prospect.—vol. 27, p. 244. 


Features of the Traction Group 


Two issues have stood out prominently 
in the traction group, one, the United 
Railroads of San Francisco 4% certificates 
and the other, the Hudson & Manhattan 
adjustment 5s. The former represent the 
securities of the Market Street Railway 
Company that were given in exchange for 
the old securities of the United Railroad 
of San Francisco. 

These certificates are now dealt in on 
the Exchange and application has been 
made to list in their place the securities 
of the Market Street Railway Co. There 
is considerable value attached to these cer- 
tificates in view of the huge property be- 
hind them and the large earning power 
that has been built up by the company. 
When the exchange is completed and the 
listing of the new securities accomplished 
there should be further activity at rising 
Prices in these issues—An. R’ways, vol. 
27, p. 335. 

The Hudson & Manhattan adjustment 5s 
have been frequently commented on here. 
These bonds received on April 1 a 2% 


interest payment, but there is still an ac- 
cumulation of 3% left over from last year. 
The earnings statement of the company 
for the first quarter of this year, just re- 
cently published, shows that interest on 
these adjustments 5s was earned by a sub- 
stantial margin, and as the earnings out- 
look of the company is good, there is 
every prospect that holders of these bonds 
will not only receive the back payment, 
but will get a regular 5% return as well. 
This accounts for the activity in the bonds 
and their advance to a new high since 1914. 
As a 5% issue, with a 3% accumulation, 
the bonds yield at present prices over 
15%.—vol. 27, p. 403. 


The Decline in Liberty 34s 

The Liberty Loan 34% tax exempt 
bonds have lately occasioned considerable 
comment due to their decline to a record 
low price. At one time this year these 
bonds sold as high as 93%, but they have 
now declined to below 89. One reason 
advanced for the selling is that holders of 
the 3%s are exchanging their bonds for 
the new Farm Loan 5s, which bear the 
same tax exemptions, but which give a 
higher yield. Another cause for the liqui- 
dation may be the expectation of a revi- 
sion downward in the tax payments. Such 
a revision would naturally make the 3%s 
less attractive since there would not be 
the same incentive for wealthy individuals 
to hold them. 


Developments in the Money Market 


In our last review we devoted consider- 
able space to a discussion of the money 
market and pointed out that the commer- 
cial paper market more than any other cor- 
rectly measured the money situation and 
that no sustained improvement need be 
expected in credit conditions until com- 
mercial paper rates began to decline. At 
that time such rates had not been affected 
by the lower call and time money quota- 
tions and by the improvement in the Fed- 
eral Reserve Bank statements. Just re- 
cently, however, the rate for the highest 
class commercial paper got down as low 
as 6%4%, which is the first time that the 
rate for paper has gone below the 7% 
New York Federal Reserve Bank re- 
discount rate. This lowering of quota- 
tion on commercial paper is to be re- 
garded as a favorable omen for the 
bond market since it will no doubt lead 
to a reduction before long in Federal 
Reserve Bank re-discount rates. 

The reserve ratios of the latter system 
continue to show improvement. The ratio 
of the combined banks now stands at the 
highest since September, 1918. Last year 
at this time the ratio was only 43%. Re- 
discounts of the entire system are now 
some $600,000,000 less than a year ago. 
One of the banks, Boston, as a result of 
the improvement in its condition, has 
already reduced its re-discount rate from 
7% to 6%. While too much significance 
should not be attached to this one reduc- 
tion, still, it is a straw showing which way 
the wind is blowing and indicates that 
sufficient progress has taken place in at 
least one section of the country to justify 

(Continued on page 64) 
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Current Financing On Broad Scale 


Government, Industrial, Public Utility and Railroad Bonds 


dominated by the new Northern 
Pacific-Great Northern Convertible 
issue. This piece of financing was the 
largest ever attempted by any corporation 
and there had been much doubt in some 
quarters as to whether it could be accom- 
plished successfully in the present state of 
the bond market. The fact had been lost 
sight of, however, that new capital did 
not have to be raised to the extent of the 
entire issue. The. transaction was largely 
a refunding operation and as such the 
mand on the money market was not 
uch heavier than was occasioned by the 
suance of large amounts of bonds by 
rporations in previous years. 
Compared with the huge flotations of 
iberty Bonds put out during the war period 
d with the Anglo-French and British is- 
es offered in those years the Burlington 
an does not seem so formidable. In com- 
irison with other large corporate issues it 
ir surpasses any of these in size, the next 
rgest corporate bond issue being that 
f the New York Central in 1915, which 
nounted to $100,000,000. American Tel- 
hone brought out an issue of $80,000,000 
1 1917, and the St. Louis-San Francisco 
fered $84,000,000 of bonds in the same 
vear, but aside from these 


Goodyear Issue Most Interesting 


'P.HE investment market lately has been NORTHERN PACIFIC-GREAT NORTH- 


ERN JOINT 64s 


So much publicity has been given to this 
issue that only brief comment is neces- 
sary. The offering is unique in that it 
affords the investor an opportunity to 
select any one of three attractive railroad 
securities. He may either retain the orig- 
inal 6% or he may, by conversion, obtain 
a long-term, well-secured 6% obligation 
of the Northern Pacific on a 6.22%’ yield 
basis, or, finally, a fifteen-year 7% secured 
ebligation of the Great Northern on a 
7.38% basis. The question might well be 
asked, why should the investor choose to 
retain the original 674% issue on a 6.86% 
basis when he can secure through con- 
version a 7% issue, practically the same in 
point of security and maturity at a much 
larger return? The answer is that the 
6%4%_issue is a joint obligation of both 
roads while the 7% issue is an obligation 
of the Great Northern alone. The point 
to consider is as to whether or not one 
will be compensated sufficiently through 
sacrificing the joint obligation for the 
higher return. The acceptance of the 
other conversion privilege gives him a 
longer term bond but at a sacrifice of 









Sold in Healthier Market — 


will probably occupy a prominent posi- 
tion in trading in the future. 
PUGET SOUND POWER & LIGHT 7 = 

This company sold an issue of $13,734,- 
000 20-year general and refunding 714% 
bonds to provide for the retirement of 
the entire outstanding issue of the com- 
pany’s 7% 3-year notes, maturing next 
June. The offering price was 97%, 
at which figure the bonds yield about 
7%4%. 

The bonds are a direct obligation cover- 
ing all the properties and are further se- 
cured by a direct, first lien on a similar 
amount of Municipal Street Railway 5% 
bonds. This company owns and operates 
one of the most extensive and important 
electric light and power systems in the 
United States and serves the Puget Sound 
district including Seattle, Tacoma and 
Bellingham. Net earnings of the com- 
pany are over twice annual interest charges 
on the bonded debt. A sinking fund pro- 
vides for the purchase each year of $400,- 
000 of the bonds at not exceeding the call 
price. The bonds are an excellent public 
utility issue and return a very satisfactory 
yield for such a long term security. 


FEDERAL LAND BANK 5% BONDS 
The current $40,000,000 























here has been no single a —_ = issue of these bonds rep- 
ece of corporate financ- | resents the first public of- 
ng im recent years that CURRENT BOND OFFERINGS fering of Federal Land 
is absorbed more than Bank Bonds since the Su- 
$60,000,000. In view of the GOVERNMENT, STATE, MUNICIPAL. preme Court certified to 
size of the Burlington of- aa Matority Offering Price Yield the legal status of the 
ering and in view of the $40,000,000 Federal Land Bank 5s....... 1921 © 100 5% Land Bank and _pro- 
nsatisfactory railroad sit- 2,350,000 City of Cincinnati 5%s...... 1981 101.15 5.35 nounced their bonds ex- 
ation it was a perfectly 1,500,000 State of Utah 5%s ......... 1941 108,68 5.20 empt from all Federal, 
gical supposition that the 1,186,000 City of Woonsocket R. I. 6s 1924-61 To Yield 5.75 to 5.50 State, Municipal and local 
ankers would have some 1,382,000 City of Syracuse, N. ¥. 5 to taxation. The bonds were 
difficulty in “putting the i. sadiacniamahhesebnden 1922-41 To Yield 5.50 to 4,75 offered by a group includ- 
bonds over.” The suc- 1,000,000 City of Phila, Sch, Dist. 5s. 1931-50 To Yield 4.85 ing over 1,000 investment 
cessful outcome, there- 825,000 Nassau County, N. Y. 5s.... 1981-41 To Yield 4,95 to 4.85 bankers covering the whole 
fore, is looked upon as _ 006,000 City of Seattle és .......... 1s67-41 180 pape of the United States and 
eas r 577,000 Cook County, Till. 4%s ...... 1927-39 To Yield 5.60 to 5.20 - 
an unfailing sign that a 900,000 Hampden County, Mace. 640 1906 260 5.80 they were offered simul- 
definite and sustained im- : , F ‘ taneously in every invest- 
provement in the bond INDUSTRIALS. ment center of the country 
market has come about. $0,000,000 Goodyear Tire & Rubber 5S. at par and interest. They 
An interesting feature of Di ier vith siadmaenae 141 89-99 8.15 will be redeemable at the 
current financing has been 1,550,000 Standard Tank Car Equip option of the issuing bank 
that each of the four 0 GRR panne eee ee 1921-28 To. Yield 8.00 at any time after ten years 
groups of securities is 1,000,000 Compagnie Du Boleo 8 ..... 1926-30 To Yield 8.50 from the date of issue. 
represented by a sizable 700,000 Sinclair Refining Equip. @s.. 1921-28 To Yield 8.25 This is an important fea- 
offering. Dominating PUBLIC UTILITIES. ture since it will meet the 
Government list was the general demand for a fair- 
$40,000,000 Federal Land —_—— = RP eee 1941 97% 7.78 ly long term security. 
Bank issue. Industrials 1,000,000 Twin States Gas & Elec, 8s. 1981 97% 8.87 The Supreme Court of 
were represented by the the United States by its 
$30,000,000 Goodyear offer- RAILROADS. recent decision has firmly 
ing. Among utilities the 230,000,000 Northern Pacific-Great North- established the Federal 
Puget Sound Power & ern Joint 64s ............ 1986 §=— 96% 6.87 Land Banks as a part of 
Light issue stood out and the banking system of this 
there was country. The bonds are of- 








n the rails 
the big Burlington Loan. 

Yields on these four issues ranged from 
8.15% on the Goodyear to 5% on the tax 
exempt Federal Land Bank bonds. All 
four securities were well received, the 
best reception being accorded the Good- 
vear bonds, which shape up as one of the 
most interesting offerings ever made. De- 
tails of the more prominent issues follow. 
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more than %4% in return. 

This offering is a novel one in more 
respects than one and will no doubt go 
down in financial history, as did the Bur- 
lington Joint 4% issue in 1901, as one of 
the most important and unusual pieces of 
financing ever consummated. All these 
bonds are exceptionally high grade and 


ficially held as eligible for 
investment by savings banks in 37 states 
and are secured by conservative first mort- 
gages on farm land, no one mortgage to 
exceed $10,000, or else by United States 
Government bonds. In view of the ex- 
cellent security behind them and in view 
of their tax exempt feature, they should 

(Continued on page 46) 
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Options On Prosperity 


How Investors Can Be Sure of Sharing in Any Important Business Revival Without Undue 
—A Selected Group of “Options” Analyzed Briefly rie 


A BETTER tone in the stock market, 
and a brighter spirit around the 


By ARTHUR J. NEUMARK 


CONVERTIBLE OIL BONDS 
Pure O1 Co., formerly the Ohio Cities 


The bonds are convertible into the com- 
mon stock at $30 a share until March 1, 
1922, and $1 per share higher for every 


business and financial community Gas Co., is a well balanced and prosper- year thereafter until maturity, March 1 

have been in evidence for the past few sede me renga to growth - 1931. At $30 a share, there would be aly.) 
weeks. Prices have shown a pronounced en quite remarkable. From a pudlic profit of $50 on each $1,000 bond con- 

utility, owning a small acreage of gas : : . sgt ies st 
] ’ : rc 
firmness for the past month and a strong jands, it has Govebugad ‘inte -theuk ‘Gn verted at this price. The possibilities in 
tendency to work towards higher levels. fourth largest independent oil company. these bonds are not as great as in the st 
The improvement in such linesastheauto- Pure Oil owns over a million acres in : ae rare ae 5 = 4 but this is si 
mobile, tire, oil, textile and copper in- proven oil fields in West Virginia, Okla- oe vincnlcatg Cee eee y 
: +14. homa, Louisiana, Texas, Kansas, Ken- : - 
dustrice sugure well for the Suture at tucky, Illinois and New Mexico, on which | MEXICAN Perroteum is an old and# m 

ing activities have increased considerably. 4),046’ are approximately 5,100 producing ¢Stablished oil producing and distribut- 
The railroads have seen the worst and wells, The company has a complete refin- ing company. It owns extensive oil lands th 
should show a steady improvement from ing outfit, six in number, with a total i the Tampico fields of Mexico and has I 
now on. The labor board has shown an daily capacity of 30,000 barrels, and only " average daily production of 100,000 . 

ae f th fai ditions im- recently made arrangements to market its >arrels from these fields. The company is 
appreciation of t eS s oil in Belgium, Holland and the Rhine conservatively capitalized, the $10,000,000 a 
posed by the National Working Agree- vajtey. of 8% convertible bonds constituting the 1 
ments and a willingness to consider wage Net earnings for the three years ended entire funded debt. The bonds are fol- h 
reductions. The prospect of the roads March 31, 1918, 1919 and 1920, amounted vsney B by $12,000,000 of 8% preferred, and b 
earning substantial balances on their cap- to $10,328,000, $9,536,000 and $10,448,000, st ,000 of common stock of $100 par : 
: tj 4. Thi ld respectively, equivalent to $4.90, $4.47 and value, which pays 12% per annum. — s 
ital stocks by the fall is good. This would 4-4) 2 ate on the common stock. For The new 8% bonds are convertible into t 
in turn enable them to enter the market the first eight months of this company’s Class “B” common stock of the Pan- $ 
American Petroleum and Transport Co. 1 


for new rails and equipment, which they 
have been sadly in need of, and thus 
favorably affect these industries. 


With the foreign situation clearing up 
considerably, and the possibility of an early 
settlement of the reparations question, the 
outlook for a recovery in European af- 
fairs has become much more immediate. 

Finally, the greatly improved conditions 
of the Federal Reserve system will release 
a large amount of much needed credit, and 
probably at lower rates than have existed 
for the past three years. Only recently 
the N. Y. Bank reduced its discount rate 
on commercial paper from 7 to 614%. 


All of the above would seem to indicate ° 


a gradually improving economic and for- 
eign situation. Nobody can forecast com- 
ing events accurately, but with the clear- 
ing up of the railroad ills, a reduction in 
retail prices, a further reduction in steel 
prices, and wages in general, there is every 
reason to believe that by the fall of this 
year our industries should be once more 
working at a lively clip. 

All of which makes the present an ideal 
time for the conservative investor to buy 
well secured bonds of sound companies 
that will give him the benefit of the present 
high rates of interest and at the same 
time a “call” upon the stocks of these com- 
panies in the event of a return to pros- 
perity. This “call” on the future may be 
obtained by the purchase of convertible 
bonds. The holder of such bonds is in 
a position to convert if conditions war- 
rant it; and in the event of unfavorable 
developments he can “stay with” a safe 
and attractive form of investment. 

There are ten convertible issues dis- 
cussed in this article, and placed in the 
order of their speculative possibilities in 
each respective group. 


current fiscal year earnings amounted to 
$6 a share on the common, or at the 
annual rate of $8 a share. 

The total capitalization of the company 
consists of $10,000,000 7% convertible 
notes, $3,100,000 first mortgage bonds of 
subsidiary companies, $12,702,000 of pre- 
ferred stock, and 1,968,972 shares of com- 
mon of the par value of $25. The notes, 
maturing on June 1, 1925, are selling 
around 94, at which price the straight yield 
is 74%. The common stock is selling 
around $36 a share, and pays 8% in cash 
and 8% in stock per annum. 

The notes are convertible into 25 shares 
of common at $45 a share until May 31, 
1921, and from May 31, 1921, to May 31, 
1922, at $46 a share, and one dollar a 
share higher for every year thereafter 
until 1925. 

If the stock should sell at $46 a share 
within the next year, there would be 2 
profit of $210 on each $1,000 note so 
converted. The possibilities of the stock 
selling this high are extremely bright.— 
vol. 27, p. 261. 

INVINCIBLE Or CorPoRATION was incor- 
porated on June 16, 1919, and immedi- 
ately acquired valuable oil properties in 
Louisiana, Texas, Oklahoma, Arkansas 
and Kentucky, and several refinery com- 
panies. For the year 1920, Invincible and 
its three subsidiaries produced over 2,997,- 
000 barrels of oil, of which 2,238,000 was 
from the Homer Field in Louisiana. 
Present daily production is about 5,000 
barrels from 303 producing wells. 

For the year 1920 net earnings amounted 
to $5,690,000 before depreciation and de- 
pletion charges, which is equivalent to 
$13.20 a share, on the basis of the present 
capitalization. 

The bonds are selling around 95 and 
yield 8.4%, and the stock is quoted around 
$20.50 a share, and pays no dividends. 


until May 1, 1931, at $100 a share. This 
class of stock is selling around $67 a share 
and pays $6 a year in dividends. The 
bonds are quoted around 98%, at which 
price the yield is 8.1%. If this stock 
should sell at 100 within the next ten 
years there would be a profit of $15 on 
each $1,000 bond converted at that price. 
—vol, 27, p. 573. 


CONVERTIBLE RAILROAD BONDS 


NorrotK & WESTERN is one of the few 
roads that has shown a fair margin of 
earnings on the common stock since the 
new rates went into effect on September 
1, 1920. For the six months to February 
28, 1921, this road’s earnings were at the 
annual rate of $14,000,000, or $6.10 a share 
on the 7% common stock. On the basis 
of the two months’ operations for the cur- 
rent year, which were the worst for nearly 
every road in the country, Norfolk & 
Western earnings were at the annual rate 
of $15,800,000, or $7.55 a share. 

The company has paid regular 7% 
dividends since 1916 and regular 5% divi- 
dends from 1910 to 1916. The road is 
classed as one of the very high grade car- 
riers, and the common stock at present 
prices is selling at the lowest price in ten 
years, with the exception of last year’s 
prices. In every year since 1909 Norfolk 
& Western’s common has sold over $100 
a share, and in 1916 sold as high as $147 
a share. Thus the speculative possibilities 
of the stock at current levels of about 95 
can be readily seen. 

The 10-year convertible gold 6s of the 
company, maturing on September 1, 1929, 
are convertible into the common stock at 
par (100) until maturity. The bonds, 
however, are selling around 101, and if 
purchased at this price would not make 
it profitable to convert into the com- 
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mon until the latter were selling above 
101. 

The bonds yield 5.7%, are absolutely 
secure, and hold excellent possibilities for 
a profitable conversion.—vol. 27, p. 759. 

ATCHISON is one of the foremost car- 
riers in the country, with a splendid earn- 
ing and dividend record since 1900. This 
road is qne of the three large and pros- 
perous transcontinental lines that tap a 
wide area and have a well balanced diver- 
sification of traffic. 

Net earnings of the company for the 
six months to February 28, 1921, were at 
the annual rate of $24,160,000, or $2.10 a 
share on the 6% common stock. This 
showing is not bad, compared with other 
roads. Atchison has been able to earn a 
substantial balance over the 6% dividend 
since 1907, and has paid dividends in every 
year since 1900. The road is run in a 
highly efficient manner and is very well 
maintained. 

At 81 the common stock is selling around 
the lower levels over a period of ten years. 
It has sold as high as 125 in this period, 
and as recently as 1919 sold at 104. 

The convertible 4% bonds are selling 
around 79, at which price they yield 5.1%. 
This low yield is due, of course, to the 
high investment rating of the bonds. The 
bonds are convertible into common stock 
at par (100) up to June 1, 1923. If the 
stock should sell at 100 within the next 
two years there would be a profit of 
$210 on each $1,000 hond converted at 
this price.—vol. 27, p. 911. 

CHESAPEAKE & Onto has been making 
one of the most remarkable showings of 
any of the railroads since September 1, 
1920. At the rate of earnings for the six 


months to February 28, 1921, the road 
would earn its 4% common dividends 2% 


times over. The only poor month Chesa- 
peake & Ohio had was February. While 
the road’s past record is not so imposing 
as that of the two previously mentioned, 
it is nevertheless a good one. The com- 
pany has paid dividends ranging from 1% 
to 434% in every year since 1908, with 
the exception of 1915, and earnings have 
been sufficient to warrant a 4% dividend 
since 1910. 

The convertible 5% bonds, due, on April 
1, 1946, are selling around 82, at which 
price they yield 6.4% to maturity, and 
give a straight yield of 6.1%. The bonds 
are convertible into the common stock of 
the company at $80 a share until April 1, 
1923, at $90 a share from April 2, 1923, to 
April 1, 1926, and at $100 a share from 
April 2, 1926, to April 1, 1936. 

The stock is at present selling around 
62, but has only sold as high as 71 within 
the past seven years. It is the recent 
splendid record of the company, however, 
which leads the writer to believe there is 
considerable possibility of the stock reach- 
ing new high levels within the next couple 
of years. At $67 a share the conversion 
privilege would be profitable to exe- 
cute. At this price there would be a 
profit of $17.50 on each $1,000 bond con- 
verted.—vol. 77, p. 759. 


MISCELLANEOUS CONVERTIBLES 

AMERICAN TELEPHONE & TELEGRAPH is 
one of the largest public utility companies 
in the country and one of the most pros- 
perous. The company has a 35-year record 
of substantial earnings and dividend pay- 
ments on.the capital stock. 
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Regular annual dividends of 744% were 
paid from 1900 to 1905, 734% in 1906, and 
8% regularly to date. Beginning with 
July 15, 1921, the annual dividend is to 
be 9%. The company earned $11.70 a 
share on the common in 1920. 

On April 1, 1921, the company obtained 
a temporary increase in telephone rates 
from the New York State Public Service 
Commission approximating 28%. 

The 6% convertible bonds, maturing on 
August 1, 1925, are probably the most at- 
tractive issues described in this article. 
They are selling at 100, thus yielding 6% 
flat, and are convertible into capital stock 
at any time at $106 a share. The stock is 
selling around 107%, or within 1% points 
of a price that would yield a profit of 
$6.20 on each $1,000 bond purchased at 
this time and converted, after making full 
allowance for charges on accrued interest 
and commissions. If, however, one 
were to buy this bond now and hold it 
until after August Ist, when the next 
interest payment is due, and the stock 
were selling at the same price as it is 
today, there would then be a profit of 
$7.10 net on each $1,000 bond converted. 
This difference is due to the fact that 
after August Ist there would be no accrued 
interest to pay, whereas at present accrued 
interest amounts to $15 (three months) on 
each $1,000 bond. 

The immediate prospects of a profitable 
conversion is what makes these bonds so 
highly attractive. The placing of the cap- 
ital stock on a 9% basis makes it exceed- 
ingly attractive at 107%. This stock should 
not sell on a higher than a 74% basis, or 
in the neighborhood of $120 a share. 
Within the year a holder of American Tel. 
and Tel. 6s should be able to convert his 
bonds at a very material profit—vol. 27, 
p. 721. 

CoNSOLIDATED TEXTILE was incorporated 
in the fall of 1919 to take over the busi- 
ness of several textile manufacturing com- 
panies and subsequently acquired all the 
common stock of B. B. & R. Knight, Inc., 
famous makers of “Fruit of the Loom.” 
The company today is one of the largest 
of cotton textile manufacturing companies. 
Altogether, it operates 21 mills, which are 
equipped with about 650,136 spindles, and 
15,743 looms. The plants of the company 
have a total floor space of approximately 
3,600,000 square feet, of which the Knight 
company’s space amounts to approxi- 
mately 3,000,000 square feet. 

At present the cotton manufacturing 
business is dull, and the cotton market 
very unsettled, but the present price of the 
stock, $20 a share, fully discounts all 
adverse conditions: Only last month, due 
to the unfavorable conditions in the in- 
dustry, ‘the company deemed it advisable 
to pass the 75c. quarterly dividend. Since 
listed on the Stock Exchange this stock 
has sold as high as 46 and as low as 16. 

The prospects of the company are excel- 
lent with any improvement in the cotton 
industry. The clearing up of the European 
situation would go a long way towards 
improving the situation. 

The 7% convertible debenture notes, 
maturing April 1, 1923, are convertible 
into the common stock at $21 a share until 
maturity and, next to the American Tel. 
& Tel. bonds, appear to have the best 
speculative possibilities. The notes are 
selling around 93, at which price the 


straight yield is 7.5%. The stock is selling 
within four points of the lowest price since 
it has been traded in. For every $1 
that the stock sells above 21 there 
would be a profit of $47.60 on each 
$1,000 bond converted. At their pres- 
ent price the bonds could be converted 
into the common stock at $21 a share 
and give the holder a profit of $60.20 
on each $1000 bond. 

The holder of these notes should be able 
to realize a substantial profit through con- 
version within the year.—vol. 27, p. 540. 

Cerro pe Pasco has been a very prosper- 
ous copper company. Its record since incor- 
poration has been a very good one. The 
average annual output for the five years 
to December 31, 1920, amounted to ap- 
proximately 64,000,000 pounds of copper, 
5,200,000 ounces of silver, and 27,725 
ounces of gold. The company’s developed 
reserves of high grade ore are large, car- 
rying considerable silver, which serves to 
reduce the net cost of the copper. 

The company has averaged earnings of 
about $6 a share on the common stock 
since 1916. In 1920, when the copper in- 
dustry was practically at a_ standstill, 
Cerro de Pasco reported earnings of 
$2,560,000 available for the common, 
equivalent to $2.85 a share. 

Regular dividends of $4 a share have 
been paid since 1916, and extras were 
paid in 1917 and 1918. On February 8, 
1921, the company reduced its dividend to 
$2 per annum. 

The copper industry has gone through a 
year of almost complete stagnation, and 
the market at present is very dull, with 
hardly any demand at all. A great many 
companies have shut down operations com- 
pletely, but this reflects the industry at 
its worst, and the securities of all copper 
companies have been thoroughly liquidated 
within the last year. Cerro de Pasco is 
selling around $29 a share, or within four 
points of the lowest price the stock has 
ever sold at. In 1919 it sold as high as 
67%, and in 1920 as high as 61%. 

The 8% convertible gold bonds are con- 
vertible into the common stock at the rate 
of 30 shares for each $1,000 bond, or the 
equivalent of a price of $33 1/3 a share. 
However, the bonds are selling around 
108, at which price the yield is 7.4%, 
and at this price it would be impossible 
to convert them at a profit under $37 a 
share for the stock 

Again we have an industry that is largely 
dependent upon the economic recovery of 
Europe; Germany, in particular. At any 
rate, the bonds give an attractive yield, 
and constitute a safe investment with ex- 
cellent speculativé possibilities through the 
conversion privilege—vol. 27, p. 422. 

Consotipatep Gas, through its subsi- 
daries, serves the boroughs of Manhattan, 
Bronx and Queens, as well as Westchester 
County and Long Island with gas, light, 
heat and power. The company was in- 
corporated in 1884, and has paid dividends 
regularly since 1900. It controls, through 
stock ownership, the extremely prosper- 
ous New York Edison company, and re- 
ceives annual dividends of 7% on the stock 
of this company. 

Because of mounting costs and a fixed 
80c. gas rate, Consolidated Gas has been 
unable to earn its 7% dividend in the last 
three years, but in a hearing before the 

(Continued on page 34) 
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American Woolen Company 





Industrials 
Bonds and Stocks 


Woolen’s Earning Power 


How a “Back-Log’”’ Fund Came in Handy Last Year — Company’s Normal Earning 


HE year 1920 began auspiciously 
enough for American Woolen. High 
prices everywhere and a_ seemingly 
insatiable demand pointed to a period of 
prosperity unparalleled in the history of 
the company. For several months develop- 
ments were of an exceedingly blissful 
nature. All the company’s 57 plants were 


operated at top-speed, and earnings were - 


returned at a rate which, for the year, 
would have probably yielded a surplus of 
$15,000,000 for preferred and common 
dividends. There was nothing to indicate 
the yawning abyss ahead. 

In July the deluge came. Events fol- 
lowed rapidly. Trade dropped almost to 
a standstill. Cancellations flowed in on 
a mounting wave. One by one the com- 
pany’s plants shut down. By the end of 
the year only two or three were being 
operated at all, and these on a reduced 
capacity basis. 

It was only by grace of the wonderful 
showing made by the company in the 
early part of 1920 that it was able to re- 
port, at the end of the year, a small surplus 
for the common dividends. 


1920 Earnings 

There are two ways of regarding Amer- 
ican Woolen’s earnings in 1920. Con- 
trasted with many other industrial com- 
panies which report very heavy deficits, 
earnings of $4.56 a share were not so bad; 
but when it is considered that this show- 
ing was possible only because Woolen 
had a large reserve fund set aside for in- 
ventory depreciation, the company’s. record 
is not so favorable. 

At the end of 1919, American Woolen 
had the sum of $7,500,000 set aside in a 
special fund to take care of inventory de- 
preciation. At the time this fund was set 
aside, there was probably no thought that 
it would be required during the coming 
year, but as matters finally turned out, it 
was not only required but completely ab- 
sorbed by the ensuing inventory shrink- 
age. Without this fund, which acted as 
a cushion, the company would not have 
been able to show required earnings for 


Position of Its Shares 
By A. T. MILLER 


payment of the full dividends on the pre- 
ferred stock. 

Actually, operating profits amounted to 
$6,855,259. This covered the $2,800,000 
required for the 7% preferred dividends, 
allowed for $2,228,404 depreciation and 
left a balance for, the common stock of 
$1,826,855 against the declared dividends 
of $1,983,333. This was equivalent to $4.56 
a share, compared with $44.89 a share 
earned in 1919. To be sure, this is hardly 
a fair comparison, since the common stock 














WILLIAM H. WOOD 
President Wood, of the American Woolen 


remarkable tion and 

one of the chief aes t in building it 

from a relatively small company to Aa 
of the largest enterprises of its kind in 
the world. 


was doubled during the latter part of 
1920. Nevertheless, there is a wide enough 
difference to indicate the drop in earnings 
which took place between 1919 and 1920. 

The acquisition of about $19,000,000 
new cash resulting from the sale of the 
additional common stock offered for sale 
last autumn; greatly aided the company. 
Primarily, it led to the chopping down of 


bank loans from about $21,000,000 to $3,- 
792,000. 

Inventories at the end of 1920 amounted 
to $43,900,000, as against $52,990,000 at the 
end of 1919. This reduction was not ac- 
complished by actual liquidation but by 
write-offs. It is probable that the actual 
amount of goods held at the end of 1920 
was greater than that of the year before, 
although the actual dollar value was less. 

One item of extreme interest is accounts 
receivable, which showed a radical reduc- 
tion from $26,000,000 to $16,000,000. This 
actually represented the liquidation of ac- 
counts by customers and was a very nota- 
ble bit of progress considering the tied-up 
credit situation. 

On the whole, the present financial po- 
sition of the company is favorable. In- 
ventories and accounts receivable show a 
reduction of 23.5%, divided equally be- 
tween the two, and there was a reduc- 
tion of no less than 81.5% made in bank 
loans. Cash on hand amounted to $10,- 
310,333 at the end of 1920. 


“Book” Value 


The indicated plant value at the end 
of 1920 was $50,541,536, an increase of 
$10,624,053, or 26%, as against that of 
the previous year. This would seem to 
represent’ a heavy expansion of physical 
assets, but as a matter of fact, to a much 
greater degree this represents the inclusion 
of physical properties of subsidiaries which 
hitherto had not been included in the con- 
solidated account. Thus about $9,000,000 
of the $10,624,053 increase came about 
through the inclusion of the Ayer mills 
and other outside properties. 

Another change in the balance sheet is 
that brought about by the decrease in in- 
vestments from $4,983,683 to $375,951. 
This was due principally to the absorp- 
tion of assets and surplus of certain rela- 
tively unimportant subsidiaries, which 
had hitherto appeared in the company’s 
balance sheets in the form of investments. 

Working capital at the end of 1920 
amounted to $67,601,765, an increase of 
only $3,000,000 since 1919, notwithstand- 
ing the acquisition of $19,000,000 new cash 
received from the sale of additional com- 
mon stock. This, of course, is a reflection 
of the drastic period through which the 
company has just passed. Working cap- 
ital is equal to about $69 a share on the 
common stock without taking into con- 
sideration plant value of $50,000,000 or 
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$125 a share. “Book” value of American 
Woolen thus amounts to about $194 a 
share. 


Present Operations 

The extremely depressed condition of 
the industry at the beginning of the cur- 
rent year forced the executive heads to 
make drastic changes in the price of their 
»sroducts in the hope of stimilating busi- 
ness. This was accompanied by a wage 
cut of 22%%. 

At first, the price change had no effect 
whatever and business continued to drag 
he bottom. Little by little, however, it 
ecame evident to the company’s custom- 
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ers that the price cuts marked the mini- | 


mum level for the season and that they 
could no longer afford to postpone their 
orders. Since the middle of March orders 
have been piling in so fast that, in some 
lines, the company has had to withdraw 
its offerings, announcing that it was sold 
out. The mills are now back on heavy 
production time and it is believed that, 
on the present basis, the company will 
make a much better showing in 1921 than 
seemed probable at the beginning of the 
year. 

While prices have been severely re- 
duced, there are several offsetting fea- 
tures. One is the fact that the company 
had no contracts for the purchase of wool 
outstanding after October 1, 1920, and 
was consequently in a position to take 
advantage of the extremely low prices to 
which this raw material fell subsequent 
to that date. Inasmuch as wool is one of 
the chief items of expense for the com- 
pany the importance of this will be read- 
ily realized. Further, the company has 
experienced little difficulty with its labor, 
either with regard to wages or working 
conditions. A fairly good spirit seems 
to animate all the working departments 
and co-operation is marked. As a result 
of this increased efficiency, the company 
find itself in a far better operating posi- 
tion than for several years. 

The company has set aside something 
just under $5,000,000 common stock for 
subscription by employees. This is on 
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the lines of the policy established by such 
companies as International Harvester and 
the United States Steel Corporation and 
is calculated to promote good feeling be- 
tween the employees and the company and 
thereby increase plant efficiency. 


As to Earning Power 

While the financial position of the com- 
pany is strong and its relations with its 
employees satisfactory, there are other 
factors to be taken into consideration. 
The addition of $20,000,000 common stock 
brings dividend requirements on both 
classes of stock up to $5,600,000 annually, 
assuming a 7% dividend on theecommon 
stock, as is now being paid. This is 
greatly in excess of what the company 
was able to earn prior to the war period. 
Before the war, the company had to 
meet foreign competition and its domes- 
tic markets were not so large as during 
the war years. The question is whether, 
with a return of conditions more or less 
approximating those of a half dozen years 
ago, the company will not be affected by 
renewed foreign competition and perhaps 
a contracted domestic market. This, of 
course, is a question which time alone 
can answer but it seems improbable that 
conditions will favor the return of the 
company to its great earning power as of 
the war years. 

The profits of the American Woolen 
Company are uncertain and are based on 
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a shifting market. The particular in- 
dustry in which the company operates has 
many ups and downs and the company 
has already been through more than one 
crisis. This, of course, is not exceptional 
among the industrials. 

During the pre-war period, earnings on 
the common stock were exceedingly slim. 
It is a question whether the company dur- 
ing the next few years can earn enough 
to pay $5,600,000 annually and still leave 
a satisfactory margin for safety. If the 
company can earn as much as $7 or $8 
per share on the average on its two 
classes of stock, it will be doing all that 
can reasonably be expected, in the writer’s 
opinion. 


. The Preferred Stock 


The company has no funded debt, the 
$40,000,000 outstanding preferred stock 
being a prior obligation. The stock is 
cumulative and preferred as to assets. 


The dividend rate is 7% and has been 
paid regularly since 1900. At present 
the stock is quoted at about 96, where it 
returns a yield of 74%. This is one of 
the best preferred stocks on the list and 
has a correspondingly high rating. In- 
vestment can be made in this issue on 
the ground of its past record and prac- 
tical certainty of the safety of the divi- 
dend rate. In the past few years, it has 
fluctuated between 88 and 110. At pres- 
ent it is just about midway between these 
two figures. With the gradual lowering 
of money rates, this stock should sell 
above par so that in addition to its in- 
vestment qualities it also offers a moderate 
opportunity for enhancement in market 
value. 


One of the Leaders 


The common stock is probably one of 
the most speculative issues on the Stock 
Exchange list and its gyrations have been 
a cause for wonder for a long time. An 
issue of this sort, of course, offers every 
appeal to the speculative contingent; but 
it is obviously not calculated to give 
much peace of mind to those who are 
looking for a commitment along even 
quasi-investment lines. 

Since its peak of 1920, when it sold at 
167, this stock has had a decline of 110 
points to 57. Latterly it has recovered to 
a trifle above 80. An issue of this sort 
is always subject to purely arbitrary in- 
fluences, technical market position being 
of equal importance with the actual finan- 
cial condition and progress of the com- 
pany. At present writing, the stock seems 
in a strong technical position and con- 
sidering its great decline may easily ex- 
perience further recovery. 

On the intrinsic side, however, the 
stock does not appear to be attractive. 
Before the war, it was a very poor earner 
and, as stated, there is some uncertainty 
as to its earning power in the years to 
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come. The present 7% dividend rate does 
not appear to be as secure as it might be 
and the stock cannot be recommended, 
therefore, except as a purely speculative 
proposition.—vol. 27, p. 321. 
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General Motors Corporation 


G. M. C. 





Preferred Has Possibilities 


Debenture Stocks Also in Strong Position—Common Shares Do Not Appear So Attractive 


yesterday that this cry was jeered 

laughingly at the proud owner of 
an auto as he chugged along the road in 
his “one-lunger.” And how the crowd 
* would gather when he had to stop, for en- 
gine trouble with expressions on their 
faces half awe and half contempt—just 
about as they would look at a sword- 
swallower at the circus. 

In those days an automobile was a 
curiosity. It was a toy of the idle rich 
and the man who owned one was con- 
sidered in very much the same class as 
the owner of a two-hundred foot steam 
yacht carrying a crew of one hundred. 

The automobile is only a little over 
twenty years old. The growth of the in- 
dustry has been the most rapid ever re- 
corded in any line of business and it is 
probably because of this rapid growth 
that so many people today fail to realize 
that the automobile has risen or fallen 
from a luxury to a necessity. There is 
practically no one old enough to vote who 
cannot remember having shouted out 
“get a horse” or wondering “what it feels 
like to ride in one” and it is probably 
these early impressions still lingering 
somewhere in the back of our heads 
which cause us to speak of pleasure cars 
when we really mean passenger cars. 


66/ ; ET a horse!” It seems like only 


Most Cars Now Necessities 


Today there are over 9,200,000 regis- 
tered automobiles in the United States, 
or about one for every twelve of popula- 
tion. And I will venture to say that the 
majority of these cars must be classed as 
necessities. If you don’t quite agree with 
me, just stop and analyze the uses to 
which the greater number of our cars are 
now being put. Next time you are on 
Broadway, notice how many taxicabs you 
see; realize that the same endless stream 
is rolling along in every large city of 
the country. The next time you are on 
a railroad train notice the number of 
taxis at every station you come to. 
Give a thought to our rural population— 
it comprises the greater part—and ap- 
preciate the fact that in something like 
nine cases out of every ten the automobile 
or the tractor has replaced the horse. 
You might then turn over in your mind 
the number of doctors, real estate men, 
salesmen, etc., to whose professional ac- 
tivities a car is essential. Then consider 
the delivery cars of the grocers, butchers, 
plumbers and other tradesmen who would 
soon be out of business without one. 

Of course, a certain number of the cars 
owned are being put to no other use than 
pleasure; but they provide a form of rec- 
reation and relaxation which nothing else 
can supply. Somebody given to statistics 
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At Present 


By R. M. MASTERSON 


recently made a survey of the situation 
and found that the owners of these 
“pleasuré” cars had become so attached to 
them that they would mortgage their 
homes and forego new clothing rather 
than part with them. If there were any 
such thing as an “essential luxury,” the 
automobile would be it. 
Remarkable Growth of G. M. C. 

General Motors Corporation has been 
in existence since 1908 and in the twelve 
years of its history it has shown a most 
remarkable growth. In the early years 
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complete reports were not issued, but the 
following figures taken from the com- 
pany’s statements as of July 31, 1912, and 
December 31, 1920, give a striking pic- 
ture of the great progress that was ac- 
complished in a period of eight and one- 
half years: 











1912 1920 
Net working capital. ..$20,666,865 $144,632,706 
Capital expenditures 
charged to plant and 
investments 2,124,185 
Fixed assets in plants. 19,280,888 
Miscellaneous  invest- 


79,008,217 
248,788,765 


67,985,100 


This growth has not been from the is- 
suance of securities alone for during the 
period 1912 to 1920 there has been put 
back into the properties from earnings 
$128,070,238 and the corporation has re- 
ceived through the sale of securities 
$130,826,635, indicating a total cash cap- 
ital paid in of $258,896,873. 

The company’s growth is further re- 
flected in the increased production of cars 
and trucks; in 1912, 50,070 units were 
produced as against 401,610 units in 1920. 
The number of employees in the factories 
at the height of the manufacturing season 


of 1912 was 16,984; there were over 97,- 
000 in 1920. 

The products of the company are shown 
in Table I. A careful reading of this 
table shows a wise procedure on the part 
of the management in not, generally 
speaking, undertaking the production of 
materials that do not relate largely to 
automobile construction. Thus: a com- 
paratively small portion of total tires pro- 
duced are consumed by the automobile 
manufacturer, the larger percentage being 
sold to users of cars for replacement 


purposes; the greater part of the produc- 


tion of sheets and other forms of steel 
is consumed by trades other than the 
automobile industry; therefore investment 
in these fields has not been made. By 
the pursuit of this policy, General Motors 
has become firmly intrenched in lines 
that relate directly to the construction of 
the car, truck or tractor, but has not in- 
vested in general industries of which a 
comparatively small part of the product is 
consumed in the manufacture of cars. 

Through the production of the Chevro- 
let, Buick and Cadillac the company can 
compete in all fields of the industry— 
low, medium and high priced cars—and 
the popularity of these three cars is well 
known. Of course, some reader is rais- 
ing the question: “But what about the 
Ford, General Motors can’t compete with 
them?” No, quite true; but let me say 
that General Motors, or any other motor 
company, never had a salesman who 
brought them more business than Henry 
Ford. A man buys a Ford and almost as 
soon as he has learned to drive it he 
begins thinking about when he will be 
able to get a “big car.” Since Mr. Ford 
confines his output to small cars the other 
companies are bound to get his customers 
just as soon as they are ready to make 
a change. 


The Debenture Stocks 


The capitalization of General Motors 
at the close of 1920 stood as follows: 


Authorized 
Debenture stock, 7% 
cumulative .....$500,000,000 
Debenture stock, 6% 
cumulative ..... 90,000,000 
Preferred stock, 6% 
cumulative 
Common stock, no 
par value 


Outstanding 

$25,153,500 
56,366,900 
16,183,400 

50,000,000 shs. 20,563,294 shs. 


These debenture stocks have caused no 
little confusion among investors. Many 
people are inclined to regard them as de- 
benture bonds and are under the im- 
pression that they rank ahead of the pre- 
ferred stock. Such is not the case. Gen- 
eral Motors has no funded debt. The 
preferred, 7% debenture and 6% deben- 
ture stocks are preferred “pari passu,” 
that is, equally with each other, both in 
the event of liquidation and as to cumu- 
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lative dividends. No dividends may be 
paid on the common stock unless all div- 
idends have been paid on, and a- sum 
sufficient fer the payment of the next en- 
suing quarterly dividend set aside for, 
the preferred and debenture stocks. The 
preferred stock is redeemable at 110, the 
6% debenture at 115 and the 7% deben- 
ture at 120. 

No 7% or 6% debenture stock may be 


middle of October, but during the next 
ensuing ten weeks to December 31 the 
company was able, notwithstanding 
shrinkage in sales, to effect a net reduc- 
tion of approximately $25,000,000. In ad- 
dition, inventories were further reduced 
by $25,776,112 at December 31 as a re- 
sult of charging off all obsolete mater- 
ials, as well as adjusting values to cost or 
market, whichever ‘was the lower. 








Oakland. 
Oldsmobile. 
Scripps-Booth. 

Trucks— 
Chevrolet. 
G. M. C. 
Oldsmobile. 

{ Samson, 

Tractors— 

{ Samson, 

Accessories and Parts— 
A/C spark plugs. 
Titan spark plugs. 
Delco starting, ignition and lighting sys- 

tems. 


TABLE I.—GENERAL MOTORS CORPORATION. 
Principal Products. 


Hyatt bearings. 

Jaxon steering gears. 

Jason rims 

Klaxon horns. 

New Departure bearings. 

New Departure coaster brakes. 

Remy starting, ignition and lighting sys- 
tems. 


Bodies— 
Fisher bodies. 


Farm Machines and Implements— 
Delco home and farm lighting systems, 
Janesville line, 


Ice Machines— 
Frigidaire. 


Airplanes— 
Dayton-Wright. 

















issued unless net assets above all direct 
liabilities shall amount, after issue, to at 
least 1% times the par value of all 7% 
and 6% debenture stock issued and out- 
standing. The equity behind the prefer- 
ence shares is further protected by the 
fact that no mortgage or other lien may 
be created without consent of 3% of the 
debenture stocks outstanding, except that 
directors may execute purchase money 
mortgages on new property purchases or 
obligations, maturing in not more than 
three years, for the purpose of obtaining 
cash for the ordinary course of business, 
secured by pledge of securities owned by 
the company. A still further protection 
is afforded by the right of the debenture 
stockholders to vote during the next year 
ensuing whenever in any calendar year 
earnings amount to less than 9% of the 
total amount of these issues outstanding 
and by the right to exclusive voting 
power if dividends are at any time six 
months in arrears. 

For all practical purposes the preferred 
and debenture stocks may be considered 
as equal; and the differences which exist 
in their market prices result only from 
the differences in the floating supply of 
each issue. 

Cc y’s Bal 


r 


Sheet 

Table II gives a summary of the com- 
pany’s latest balance sheet, December 31, 
1920, leaving out intangible items, such 
as good will, deferred expenses, etc. It 
will be noted from these figures that the 
General Motors is in a decidedly strong 
position. The ratio of current assets to 
current liabilities of 2% to 1 is good, 
from a banker’s standpoint. Of the cash 
items, over $47,000,000 is represented by 
cash in banks and the balance is com- 
prised of sight drafts, government bonds 
and marketable securities. Inventories are 
rather high but by no means alarming. 
Like other lines of manufacture the com- 
pany suffered from conditions which ob- 
tained during the latter part of 1920. In- 
ventories reached their peak about the 
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The net tangible assets, as shown by 
this balance sheet, amount to over $438 
per share of outstanding preferred and 
debenture stocks and after deducting 
these issues there remains a balance of 
over $16 per share for the common. 

The earning power of the company is 
brought out in Table III. 

In every year the preferred and deben- 
ture requirements have been earned by a 
wide margin. The year 1920 shows a con- 
siderable falling off from 1919, but in con- 
nection with this decline, allowance must 
be made for the fact that the 1920 figure 
represents net income after the deduction 


of $18,502,188 as a special write off of 
inventories and $7,500,000 as reserve for 
“unforeseen contingencies.” If these 
items had not been deducted the net 
income for 1920 would have amounted 
to over $63,700,000, the largest ever 
recorded in the history of the company 
and equal to more than 11 times pre- 
ferred and debenture dividends. 

The earnings per share of common stock 
have been inserted only for the year 1920 
for the reason that other years would 
not be comparable owing to the many 
stock dividends and changes that have 
taken place in the common stock. 


Promising Outlook 


The future outlook for General Motors 
is promising. Considerable improvement 
has come about since the first of the year 
and present indications point to a con- 
tinued stimulation of sales. Sentiment 
seems to have changed, and the general 
feeling of depression that existed for the 
past.six months seems to be passing just 
as quickly as it came upon us. The pub- 
lic is beginning to agree that the country 
is not necessarily going to the dogs after 
all. It can hardly be expected that condi- 
tions in the automobile industry will dupli- 
cate 1919 or the first half of 1920, but a 
substantial recovery from the past few 
months should come about. General 
Motors is in a position to take advantage 
of any improvement in business and, with 
its huge productivn capacities and the 
popularity of its cars, it should have no 
difficulty in operating on a highly satis- 
factory basis. 

The preferred and debenture stocks 
present an unusual opportunity for 
sound investment with the possibility 
of a large market appreciation. With 
tangible assets behind the issues of $438 
per share and earnings of nearly seven 
times dividend requirements in disas- 

(Continued on page 34) 








Notes and accounts recéivable 
Inventories 
Prepayments 


Total current assets 
Less current liabilities 


Net current assets (working capita!) 
Real estate, plants, eto 
Less depreciation 


Investments in other companies 
Net tangible assets 


Available for: 
7% Debenture Stock 
6% Debenture Stock 
6% Preferred Stock 
Common stock, no par value 


Equity for preferred and debenture stocks 
Equity for common stock 


TABLE II.—EQUITIES FOR CAPITAL STOCKS. 
Per Balance Sheet as of December 31, 1920, 


$57,218,578 
35,580,472 
164, 684,679 
1,891,854 
$259,325,578 
114,702,871 


215,502,777 
67,985,100 


$428, 110,584 


$488 per share 
16 per share 
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TABLE IlIl.—STATEMENT OF EARNINGS AND DIVIDENDS. 


Times 
Earned 


Common Earned per 
Dividends Share Surplus 


$2,474,177 
083 


6.410.987 
6,201,055 


$10,730,159 
7.480.802 
11,287,810 


17,824,541 
17,839,289 
































The Bush Terminal Property, Fronting on the East River, at Brooklyn, N. Y. 





Bush Terminal Company 





Bush Terminal’s Growth 


Determination of Founder Basis of Company’s Success—Scope of Port of New York—Outlook 


HE pluck and energy of Irving T. 
Bush made the Bush Terminal 
Company what it is today—one of 

the largest railroad centers in New York 
City. 

The concern was started in 1902. As 
soon as the first pier was completed, it 
was realized that Bush Terminal could not 
be successful as merely a loading and un- 
loading point for ocean traffic, but would 
have to expand into a railroad terminus 
as well. Consequently, Mr. Bush started 
out to obtain railroad connections. Going 
to the offices of one of the large railroads, 
he explained his proposition; but instead 
of its meeting with the approval of the 
officials, he was politely but emphatically 
turned down. Mr. Bush went to another 
railroad, and then another and another, 
until there were no more to see. In every 
case the answer was the same. 

To a less determined man, these rebuffs 
would have meant defeat. Bush, how- 
ever, refused to stop. 

Bush Capitalizes Depression 

At that time competition was keen and 
the railroads could not afford to turn down 
any business. Mr. Bush, so the story 
goes, saw in this condition a means of 
bringing his project to the attention of 
railroad officials. He telegraphed to a 
number of friends and agents to buy and 
consign hay to the Bush Terminal. The 
hay was bulky, and the hay was cheap. 

In a little while the shipments of hay 
started coming in. Glad to get almost 
any business offered, when the 10-carload 
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of Bush Securities 
By C. L. JAMES 


shipments of hay began to appear, the 
agents could not readily refuse the ship- 
ment. On the other hand, they could not 
find the Bush Terminal in the rate books. 
The result was that they kept wiring to 
their main offices for instructions. One 
by one, the railroads assented to the prop- 
osition, and through shipments were made 
to destination. 

At present the Bush Terminal is one of 
the largest railway centers in New York 
City. In addition, it operates the Bush 
Terminal Railroad over its own properties ; 
and, by agreements entered into with all 
the trunk lines ending here in the harbor, 
it acts as their terminal railroad agent, 
thus affording the tenants of the company 
the proper and necessary railway facilities. 
This railroad subsidiary owns and oper- 
ates a double-track line in South Brook- 
lyn, and there are about twenty miles of 
railroad track located on its own proper- 
ties alone, extending the whole length of 
all the piers and connecting all the ware- 
houses and storage yards. 

From the small and insignificant begin- 
ning, the properties have been developed 
and extended until now the improvements 
include seven large piers, each about a 
quarter of a mile long and 150 to 260 feet 
wide, extending along a total distance of 
over 3,000 feet of continuous waterfront, 
located on a 40-foot government channel. 
The real estate is advantageously located, 
and upon its properties the company has 
erected over 120 modern fireproof or 
slow-burning warehouses, with a total 
storage capacity of about 38,000,000 cubic 
feet. 


Growth of Port of New York 


The requirements of the war so greatly 
increased the commerce passing through 
New York harbor that its accommodations 
and trade handling facilities were severely 
overstrained. How tremendous the re- 
quirements were will be better appreciated 
when it is noted that, for a long while, 
the port of New York was called upon 
to handle half the foreign commerce of 
the country. 

This port has, unquestionably, the finest 
harbor on the Atlantic seaboard. Its 
waterfront extends for more than 780 
miles. Not only do the natural advant- 
ages of the harbor contribute to its 
supremacy, but the vast network of con- 
verging trunk lines makes it the path of 
least resistance for our export trade. Over 
three times as many railroad trunk lines 
come to New York as come to any other 
city on this coast. 

When compared with some of the 
European cities, the mechanical equipment 
of New York harbor has been severely 
criticised. One of the favorite arguments 
advanced as an answer to this criticism 
has been that European methods were not 
feasible here. Nevertheless, many other 
American cities have installed modern me- 
chanical equipment, and the resulting 
operations have proved very successful. 
In fact, a determined campaign has been 
made to. divert traffic from this port 
chiefly on the grounds of alleged conges- 
tion and high terminal costs, and the 
effects resulting therefrom are already 
visible. Here, to be sure, is a develop- 
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ment which cannot be ignored in a dis- 
cussion of this sort. 
Bush Terminal’s Growing Business 

The business of this concern has shown 
a substantial increase due to its ample 
facilities, Although part of the earnings 
were plowed back into the properties to 
develop them, however, a large proportion 
of the real estate acquired and of the im- 
provements made was through the issuing 
of new securities. 

From the consolidated balance sheet of 
Bush Terminal Co. and its subsidiaries, it 
will be seen that the proportion of bonds 
to stocks is large. This is due to the fact 
that the assets of the company are mainly 
fixed assets, since in a business of this 
kind buildings, yards, piers, etc., constitute 
the bulk of the property, and the current 
obligations are, relatively speaking, not 
large. Consequently, a bond issue is the 
logical means of financing such a proposi- 
tion, 

The dividends on the preferred and com- 
mon stocks of the Bush Terminal Com- 
pany are paid semi-annually. The last 
payment, made in January of this year, 
was at the annual rate of 6% on the 
cumulative preferred, and at the annual 
rate of 5% cash and 5% stock dividend on 
the common. Sales are few and far be- 
tween, however; 68 was recently bid for 
the preferred and 63 for the common. 


Conclusion 


From the standpoint of the speculator, 
and also, to a large extent, from the in- 
vestor’s standpoint, the stocks of this 
company do not appear particularly at- 
tractive. This is largely due to the in- 
activity of the issues and consequently 
their poor marketability. 

The bonds, on the other hand, seem to 
offer attractive investment possibilities. 
The following issues are listed on the 
New York Stock Exchange: 

The first mortgage sinking fund 4’s, due 
1952, which have recently sold at 70, and 
yield approximately 62% to maturity. 
There are less than $3,000,000 of these 
first mortgage bonds outstanding, while the 
real estate and improvements alone are 
over five times that figure. 

The total outstanding amount of the 
Bush Terminal consolidated mortgage 5’s, 
due 1955, is a little over $6,500,000, and at 
the recent price of 71 yield 7.40% to ma- 
turity. 

The Bush Terminal Building Company 
first mortgage sinking fund 5s, due 1960, 
sold at 7434, which yield about 7% to 
maturity. This is the largest single bond 
issue, there being almost $9,000,000 out- 
standing. 

These three bonds are relatively active 
on the Stock Exchange, and considering 
the valuable properties and the equities 
behind the issues, they become good long- 
term investments. 

While some comments may have been 
raised about the possible earnings of the 
company after the post-war trade condi- 
tions become fully felt, it is difficult to 
see why this corporation, equipped as it 
is, will not get its share of the harbor’s 
business. 

This country has been building a great 
merchant fleet and has so increased its 
shipping that it is now second only to 
Great Britain; whereas, in 1914, it occu- 


pied eighth place as a maritime nation. 
To meet the expected situation the Dock 
Department of New York City is now en- 
gaged in carrying out a system of big 
waterfront improvements which _ will 
eclipse anything before undertaken. Upon 


the completion of these extensive improve- 
ments, New York City will have a system 
of terminal facilities equal to the com- 
bined wharfage and freight handling 
facilities of all the other cities on our At- 
lantic coast.—vol. 24, p. 117. 





Getting 10% On Your Money 


HOW A BUSINESS MAN, ABLE TO TAKE SOME RISK, CAN 
PROFITABLY INVEST HIS FUNDS—HIGH YIELDS 
SAFEGUARDED BY DIVERSIFICATION 


By J. R. CRANDALL 


ESS than ten years ago a yield of 5% 
was all that was expected in a high 
grade investment security. Even a 

yield of 444% was considered good in 
some of the old issues of long standing, 
and many bonds, legal for savings banks 
and other institutions, gave a return of 
only 4%. A preferred stock selling to 
yield 6%, was considered somewhat spec- 
ulative, 7% decidedly so, and to buy any- 
thing yielding over that was nothing more 
nor less than an out and out gamble. Call 
money, for weeks at a time, would run 
along at from 2 to 3%, and when, once in 
a while, it went up to 6%, everyone be- 
gan to get uneasy and commence thinking 
about the panic of 1907. 

Since the war, however, interest rates 
have been steadily working toward higher 
levels. As a result, many of the issues 
that have been brought out within the 
past few months have carried an 8% 
coupon. Standard Oil, Pennsylvania, 
Armour, and other companies that have 
always enjoyed highest credit, have had to 
pay as high as 7% or more on funded 
obligations; and, when underwriting com- 
missions are figured in, the actual cost of 
the money is still higher. 


The Turning Point Just Ahead? 


These advancing interest rates cannot 
continue indefinitely. A point will even- 
tually be reached where the cost of money 
will make new financing prohibitive; con- 
ditions will be such that a concern will 
be unable to earn a sufficient return on 
new money to pay for the cost of borrow- 
ing it. It is the opinion of the writer 
that we are very close to this point at 
the present time. Commodity prices 
have all had sharp declines and the 
purchasing power of the dollar is, un- 
questionably, considerably greater than 
it was several months ago. These con- 
ditions invariably are followed by de- 
clining interest rates and rising prices 
in investment securities. Over the 
past fifty years there has at no time 
been offered a better opportunity for 
the advantageous investment of funds 
than that which exists today. 

There are numerous short-term obliga- 
tions of old established companies which 
may be picked up today to yield from 9 to 
10%. But in a market like the present 
one, a short-term issue is, generally speak- 
ing, an unsatisfactory investment for the 


individual, for the reason that, within a 
comparatively short time he will be obliged 
to reinvest his funds. If he continues 
placing his money in these early maturi- 
ties he will sooner or later be confronted 
with a situation where interest rates have 
returned to normal and he will be un- 
able to obtain anything like the return he 
might have been receiving had he origin- 
ally placed his funds in long-term issues. 

Obviously, preferred stocks and long- 
term bonds are the most desirable invest- 
ments that can be made today. Conditions 
such as exist at the present time come 
about, as a rule, only once in a genera- 
tion, and the man with money to invest 
should congratulate himself on the oppor- 
tunities which are afforded him. In high 
grade long term bonds he can obtain from 
6 to 7%, and the popular preferred stocks 
may be bought to yield from 6% to 8%, 
according to their degree of popularity or 
security. 

In some of the less popular preferred 
stocks yields may be had as high as 10% 
or more. Many of these preferred 
stocks have a very fair degree of security 
and their low price is due to the fact that 
they are not so well known and do not 
have the popular demand such as old 
favorites like Steel preferred, Woolworth 
preferred, National Biscuit preferred, 
American Locomotive preferred, and 
other old line issues that have been 
handed down from father to son. 


A Group Returning 10% 

The writer has carefully gone over the 
list of preferred stocks which are selling 
to yield in the neighborhood of 10%, and 
after much thought and study he has 
selected eight issues which give a com- 
bined annual return of over 10%. In 
making up the list particular attention has 
been paid to diversification, satisfactory 
earning power, high equities, ready market- 
ability and possibilities for appreciation in 
market value. 

The selections are given in Table I. 
It is not.a list for persons who are 
financially dependent, but for a busi- 
ness man, who is in touch with finan- 
cial affairs, it offers an exceptional in- 
come return with only a moderate 
amount of risk. The suggestion is 
made that the total eight stocks be 
purchased collectively and not individ- 
ual issues selected. If one share of 
each is bought the combined cost is 
$516, on which annual dividends will be 
received of $52, a yield of 10.08%. 

It will be noticed that the list embraces 
a chain department store company, a 
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tobacco company, a motion picture com- 
pany, one of the oldest railroads, a well 
established public utility, a high grade 
automobile company, a successful oil com- 
pany, and a manufacturer of cast iron 
pipe. This is certainty wide diversifica- 
tion, no two of the industries represented 
being anything whatever alike. All the 
issues are listed on the New York Stock 
Exchange with the exception of Philadel- 
phia Company, which enjoys an active 
market on the Philadelphia Exchange. 
All are cumulative preferreds with the ex- 
ception of Great Northern and U. S. Cast 
Iron Pipe, which are non-cumulative. In 
Table II the high prices at which these 
stocks have sold within the past five years 
are given, showing the possibilities that 
are offered for market appreciation from 
present low levels. The combined yield is 
- so high that even if one or two or pos- 
sibly three of the issues were to ‘discon- 
tinue their dividends altogether the in- 
vestor would still have a return of over 
7% on his original investment. 
Following is a short description and the 
salient features of each issue: 


ASSOCIATED DRY GOODS 

This company was incorporated in May, 
1916, as a reorganization of the Associated 
Merchants Company and the United Dry 
Goods Corporation. The company oper- 
ates a number of well-known department 
stores in several of the principal cities of 
the United States, some of the best known 
being James McCreery & Co. and Lord & 
Taylor of New York; J. N. Adams & Co. 
of Buffalo; Stewart & Co. of Baltimore, 
and Hahne & Co. of Newark. 

There is no funded debt, and the out- 
standing capital stock consists of $13,- 
818,700 first 6% preferred,. $6,725,500 
second 7% preferred and $14,985,000 com- 
mon stock. Regular dividends have been 
paid on both issues of preferred stocks 
since December 1, 1917, when they became 
cumulative, and the common is now fre- 
ceiving $4 a year, having been placed on 
a dividend basis in May, 1920. 

The net earnings for 1920, available for 
dividends, amounted to $1,916,569, equal 
to approximately 2% times first preferred 


ferred and common stocks. 

The stores controlled by the company 
are well known and have a large follow- 
ing of customers. No difficulty should be 
experienced by the company in earning 
the modest amount required for the first 
preferred, even in lean years.—vol. 25, 
p. 1026. 


CONSOLIDATED CIGAR 


The Consolidated Cigar Corporation 
was incorporated in May, 1919, as a con- 


lar price brands and its business should 
not be very severely affected in times of 
poor business generally.—vol. 27, p. 322. 


FAMOUS PLAYERS 
Famous Players-Lasky Corporation was 
incorporated in July, 1916, and acquired 
all the capital stock of the Famous Play- 
ers Film Co. and Jesse L. Lasky Feature 
Play Co., Inc. Both the Famous Players 


Film Company and the Jesse L. Lasky 
Feature Play Co., Inc., prior to the forma- 








Associated Dry Goods, 6% cum. Ist preferred 
Consolidated Cigar, 7% cum. preferred 
Famous Players-Lasky, 

Great Northern, 7% n. c. 


Pierce Arrow, 8% cum. preferred 
Pierce Oil, 8% cum, preferred 
U. S. Cast Iron Pipe, 7% n. c. preferred 


Total cost and return (one share of each) 
Annual yield, 10.08%. 








TABLE I,—THE ISSUES SUGGESTED, 


rred 
Philadelphia Company, 6% cum, preferred (par $50) 














solidation of several long established cigar 
manufacturers. Several of the company’s 
best-known brands of cigars are “El Si- 
delo,” “Lovera” “44,” etc. The Company 
has 23 plants in operation and an annual 
capacity for over 500,000,000 cigars. It 
takes rank as one of the three largest 
manufacturers of cigars in the United 
States. It is controlled, through stock 
ownership, by the American Sumatra To- 
bacco Company. 

The outstanding capitalization consists 
of $4,000,000 7% cumulative preferred 
stock and 90,000 shares of common. There 
is no funded debt; and no mortgage or 
lien, except purchase money mortgages, 
can be created without the consent of two- 
thirds of the outstanding preferred stock. 
The preferred stock is entitled to 7% 
cumulative dividends and is redeemable at 
110 and accrued dividends. A sinking fund 
of $80,000 annually, beginning July 1, 1921, 
is to be applied to the purchase of pre- 
ferred stock at not over 110 and divi- 
dends. A rather significant fact is that 
the company itself has purchased $400,000 








Associated Dry Goods, Ist preferred 
Consolidated Cigar, preferred 
Famous Players, 


il, preferred 
v. 8. Cast Iron 


#1919, 1920. $1916. 


TABLE II.—POSSIBILITIES FOR APPRECIATION. 


























requirements of $827,844. The net earn- 
ings for 1919 amounted to $3,297,375, ap- 
proximately four times preferred require- 
ments; and, although 1920 gross sales ex- 
ceeded 1919, a decline in net was brought 
about solely by the decline in commodity 
prices, which forced large inventory 
write-offs. The balance sheet, dated De- 
cember 31, 1920, showed the net assets be- 
hind the first preferred of over $175 per 
share outstanding. 

This first preferred is entitled to cumu- 
lative dividends at the rate of 6% per 
annum, and has preference as to assets 
as well as dividends over the second pre- 
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of this preferred stock which it carries as 
an investment. 

The net income for 1920 amounted to 
$1,485,447, the equivalent of over 5.30 
times preferred requirements of $280,000. 
A balance sheet dated December 31, 1920, 
showed net tangible assets behind this 
preferred stock of $142 per share, and this 
is after excluding good will, carried on 
the books at $3,005,378. 


A cigar smoker will have his cigar, come 
what may, and probably he will even 
smoke a little more in hard times than 
when business is running smoothly. Con- 
solidated Cigar principally produces popu- 


tion of the Famous Players-Lasky Cor- 
poration, were producing companies and 
were distributing their productions through 
the Paramount Pictures Corporation, in 
which neither of said companies was in- 
terested. After the organization of Fa- 
mous Players-Lasky, however, it also ac- 
quired all the stock of Paramount Fic- 
tures Corporation, so today it is a com- 
plete unit, both producing and distribut- 
ing. The company is pre-eminent in the 
industry, and with a very few exceptions, 
it controls practically all the well-known 
and popular screen actors. Anyone who 
has ever attended the “movies” is familiar 
with the quality of Famous Players-Lasky 
productions. It is estimated that there 
are about 15,000 motion picture theatres in 
the United States and of these the company 
counts about 11,000 as its exclusive cus- 
tomers. 

The outstanding capitalization consists 
of $9,650,000 8% cumulative preferred 
stock and 208,403 shares of common. The 
preferred is preferred as to dividends, at 
the rate of 8% cumulative per annum, 
and as to assets. A cumulative sinking 
fund of 3% of outstanding preferred is 
applied annually to purchase or redemp- 
tion of preferred stock at not over 120 and 
dividends. Preferred may be converted 
into common at 115 per share up to No- 
vember 30, 1921, and at 120 thereafter. 
No mortgage or other issue ranking 
ahead of the preferred can be created 
without consent of two-thirds of the out- 
standing preferred. 

The net income for 1920 amounted to 
$5,337,129, or more than 6.90 times the 
8% dividend requirement of $772,000. 
The balance sheet dated December 25, 
1920, after excluding good will carried at 
$7,538,121, showed net tangible assets of 
$24,448,297, the equivalent of more than 
$253 per share of outstanding preferred. 
As the preferred stock was not issued until 
1920, it would hardly be fair to draw any 
conclusions from 1919 earnings, but even 
in that year, without the additional capi- 
tal received from the sale of the preferred, 
earnings ran at over 4 times present pre- 
ferred requirements.—vol. 27, p. 319. 


GREAT NORTHERN 
The Great Northern Railway Company 
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was originally incorporated in 1856 as the 
Minnesota & St. Cloud R. R. Co., the 
name being changed to its present form 
in 1889. It controls and operates lines 
west of St. Paul and in Manitoba and 
British Columbia; in all about 8,250 miles 
of road, exclusive of siding and spur 
track. The territory which the road taps 
is the rich grain country and under normal 
conditions it is assured of a dense and 
profitable traffic. The property is one of 
the Hill roads which management is re- 
garded as one of the ablest of any of the 
various railroad groups. 

Although Great Northern preferred is 
non-cumulative it has paid continuous 
dividends since 1899, and since 1899, no 
less than 7% has been paid in any one 
year. The stock has always been a great 
favorite with investors and the road itself 
has for a long time been considered as 
one of the foremost railroad properties in 
the country. From 1891 to 1916, the low- 
est price recorded was 107% in the panic 
of 1907, and in 1906 it sold as high as 
348. 

Since Government operation of the rail- 
roads Great Northern has lost some of its 
prestige, but the territory is still there and 
as soon as conditions return to a normal 
basis this great road should have no more 
difficulty in earning its dividend require- 
ments than it has had in the past. The 
success of the recent sale of the $230,000,- 
000 issue of Chicago, Burlington & 
Quincy 6%s, which road is owned jointly 
by Great Northern and Northern Pacific, 
is a job well done and out of the way. 
The weight of this financing has been 


hanging over the market and has no doubt 
put a damper on Great Northern shares, 
although earnings in recent months have 


not been highly satisfactory. Neverthe- 
less, probably the worst that could happen 
to Great Northern preferred would be a 
temporary reduction of the dividend to 
5%, but in view of the long dividend rec- 
ord it is very possible that directors will 
find a means to continue the present rate 
until general conditions return to a normal 
basis when there should be no question 
about it—vol. 27, p. 576. 
PHILADELPHIA COMPANY 

The Philadelphia Company has been in 
existence since 1871. It owns, either di- 
rectly or through subsidiary companies, 
practically all the street railway, gas and 
electric companies supplying Pittsburgh, 
Allegheny and other adjacent towns. 

The outstanding capitalization consists 
of $42,858,000 funded debt, $1,442,450 5% 
preferred (non-cumulative), $14,531,150 
6% cumulative preferred and $42,943,000 
common. All stocks have a par value of 
$50 per share. The 6% preferred was is- 
sued in exchange for an old issue of 5% 
preferred, of which a little over $1,000,000 
still remains unconverted. The 6% pre- 
ferred is preferred as to assets and to 
6% ($3 per share) cumulative dividends 
out of earnings. Althouzh non-cumulative, 
the 5% preferred received continuous 
dividends since issuance in 1899 and the 
6% dividend has likewise been paid with- 
out interruption since issuance’ in 1913. 
Since 1894 (excepting 1896-7) the common 
stock has received dividends in every year, 
the lowest disbursement being 4%, and 
over the past 18 years the common has 
never received less than 6% in any one 
year. 


fer MAY 14, 1921 


Figures for 1920 have not as yet been 
given out, but for the year 1919 net earn- 
ings available for dividends amounted to 
$3,796,065 or more than 4 times preferred 
requirements. Average net earnings, avail- 
able for dividends, for the ten years ended 
December 31, 1919, amounted to $3,723,- 
783, practically 4 times present: preferred 
requirements. The balance sheet, dated 
December 31, 1919, showed the 6% pre- 
ferred stock to have a book value of about 
$220 per share of $50 par value. The 
company has recently been granted in- 
creases in car fares and gas rates and it 
should have no difficulty in continuing its 
satisfactory earnings—vol. 27, p. 35. 


PIERCE ARROW 


The Pierce Arrow Motor Car Co. was 
incorporated in December, 1916, although 
the Pierce Arrow car has been manufac- 
tured for a long number of years. The 
company manufactures, in addition to the 
well-known Pierce Arrow automobile, a 
complete line of trucks consisting of 2-ton, 
3%-ton and 5-ton. The Pierce Arrow 
motor car is one of the finest as well as 
one of the highest priced American cars 
and the number seen on the road is testi- 
mony to its quality and popularity. 

Pierce Arrow’s capitalization consists of 
$10,000,000 8% cumulative preferred stock 
and 250,000 shares of no par value com- 
mon. There is no funded debt. The 
preferred stock is preferred as to cumu- 
lative dividends of 8% and in case of 
voluntary dissolution it is entitled to an 
additional 25% of par before anything is 
paid on the common. It is convertible at 
any time into common stock and is re- 
deemable at 125. So long as any of the 
preferred is outstanding the company must 
set aside in each year a sum equal to the 
dividends paid on the common stock above 
$5 per share as a sinking fund for the 
purchase or redemption of the preferred. 

During 1920, the company, like other 
manufacturing concerns, suffered inven- 
tory losses, but after charging off all de- 
preciation, the net income for the year 
amounted to $1,769,914, or over twice pre- 
ferred dividends of $800,000. In 1919, 
preferred dividends were earned 3 times 
over, in 1918, 3% times; in 1917, over 4 
times, and in 1916, 5 times. The balance 
sheet, dated December 31, 1920, showed 
the net tangible assets behind the preferred 
stock to amount to approximately $197 
per share outstanding.—vol. 27, p. 571. 


PIERCE OIL 

The Pierce Oil Corporation was incor- 
porated in 1913 as successor to the 
Waters-Pierce Oil Company, a former 
Standard Oil Company subsidiary. The 
company has continuously distributed and 
sold petroleum products since 1855, princi- 
pally in the States of Missouri, Illinois, 
Arkansas, Oklahoma, Louisina and Texas, 
and since 1877, it has refined, distributed 
and sold petroleum and its products in 
Mexico. The present business of the cor- 
poration now extends to the conduct of the 
petroleum industry in all its branches, se- 
curing thereby the profits from production 
and refining, in addition to those hereto- 
fore made from distributing. 

The outstanding capitalization consists 
of $15,000,000 8% cumulative preferred 
stock (par $100) and $23,747,875 common 
(par $25). The preferred stock has prefer- 
ence as to cumulative dividends at the rate 


of 8% per annum and as to assets, in the 
event of voluntary or involuntary liquida- 
tion or dissolution, to $115 per share. It is 
redeemable at 115 and dividends and may 
be converted into Class B common on or 
before January 1, 1923, on the basis of one 
share of preferred for four common. Be- 
ginning July 1, 1922, a sinking fund pro- 
vides for the payment of 3% annually of 
the entire amount issued for purchase or 
redemption at not over 115. 

Net earnings for 1920 amounted to $3,- 
429,818, nearly 3 times preferred re- 
quirements of $1,200,000 and for the four 
years preceding averaged about twice such 
requirements. The balance sheet dated De- 
cember 31, 1920, showed net assets behind 
the preferred stock of over $340 per share 
outstanding.—vol. 25, p. 1027. 


U. S. CAST IRON PIPE 


The United States Cast Iron Pipe & 
Foundry Company was incorporated in 
1899 as a consolidation of a number of 
cast iron pipe manufacturers, representing 
about 75% of the entire output of the 
country. The company, through subsidi- 
aries, owns in fee more than 900 acres of 
land occupied by 11 pipe works. 

The outstanding capitalization consists of 
$692,000 in funded debt, $12,000,000 7% 
non-cumulative preferred and $12,000,000 
common. The preferred is non-cumulative 
and has not paid its full dividends with 
regularity; during the past five years 5% 
per annum has been paid; however, since 
organization in 1899 there have only been 
two years (1915 and 1901) in which there 
were no disbursements, preferred dividends 
in other years running anywhere from 2% 
to the full 7%. The net earnings available 
for dividends for 1920 amounted to $851,- 
593, the equivalent of $7.10 per share of 
preferred, and for the five years ending 
December 31, 1920, have averaged very 
close to $7 per share of preferréd. The 
company should greatly benefit by an in- 
crease in building activities throughout the 
country which should soon be forthcoming. 

A very significant fact about this pre- 
ferred stock is that the company declares 
the full year’s dividend in advance. At the 
directors’ meeting January 29, 1921, the 
directors declared dividends on the pre- 
ferred stock for the year 1921 of 5%, pay- 
able 144% quarterly on March, June, 
September and December 15. A purchaser 
of the stock at the’ present time is there- 
fore assured of at least three quarterly 
dividends before any change can be made. 





CHINA’S SILVER IMPORTS 

The ordinary mint demands for silver 
coinage, both in England and the Con- 
tinent, are in abeyance, and it seems un- 
likely they will be revived in the near 
future. A considerable part of the trade 
demand has been met by the melting down 
of silver plate. 

In these circumstances, on the assump- 
tion that the American purchases have been 
offset by the Continental sales and that 
India is well supplied, it is upon China that 
the burden will fall of absorbing an amount 
equal to the world’s production of silver. 
In other words, China’s trade balance is 
at present the governing factor in the 
silver situation, and the prospect of her 
being able to increase, or even to maintain, 
last year’s import of 98,500,000 ounces, is 
to say the least of it doubtful. 
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International Paper Co. 





Paper’s Dividend Prospects 


How Dividend Rumors to This Effect Size Up After Analysis of Company’s Present Status— 


HE paper manufacturing industry is 

one of long standing. While its 

origin has not been established, it 
is believed that the Chinese manufactured 
paper as early as the second century, but 
historians make no positive mention of 
it until the eighth century. The Moors 
are recorded as having introduced it in 
Spain in the eleventh century, and at 
various times thereafter records show it 
was manufactured in Sicily, in the twelfth 
century, and in Italy and France in the 
fourteenth century, ‘but it was not intro- 
duced in this country until 1690. Some 
forty years thereafter the first paper mill 
was started at Milton, Mass. 

The main ingredients were cotton and 
hemp, and the paper was made by hand in 
small sheets. This process continued to 
the nineteenth century, when the “Four- 
drinier” machine for making paper in a 
continuous sheet was set up in England. 
The “Fourdrinier” machine was invented 
and patented in France by Louis Robert. 

At various times different scientists en- 
deavored to substitute bark or straw for 
the rags, which were then the common 
raw material, but without any marked 
success. However, its manufacture from 
ground wood pulp was introduced in Ger- 
many in 1840. 

The expiration in 1884 of the Voelter 
patents for grinding wood into pulp was 
the beginning of the wood-paper industry’s 
great expansion. 


International Paper Formed 

On January 31, 1898, nineteen com- 
panies, whose properties were scattered on 
different water powers of New York and 
New England, from the Niagara River to 
the Penobscot, were consolidated and 
formed into one body, to be known as the 
International Paper Company. 

The companies whose properties were 
taken over by the new corporation were 
as follows: 


Glens Falls Paper Mills Co. 
Hudson River Pulp & Paper Co. 
Otis Falls. Pulp Co. 
Glen Manufacturing Co. 
Niagara Falls Paper Co. 
Rumford Falls Paper Co. 
Falmonth Paper Co. 
oo ey ~! Pa 
mba alp Co. 
Russel Paper Co. 
Haverhill Paper Co. 
Herkimer Paper Co. 
Ontario Paper Co. 
St. Maurice Lumber Co. 
Turner Falls Paper Co. 
Montague Paper Co. 


Co. 


It was not a simple task to weave these 
companies together and to harmonize the 
different interests in order to perfect an 
efficient organization; but it was accom- 
plished mainly through the efforts of Will- 
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Outlook of Its Securities 
By B. A. BERNSTORF 


iam A. Russell and A. N. Burbank and 
their successor, Philip T. Dodge. 

In addition to the above companies, it 
has since acquired control of the follow- 
ing companies through purchase of all, or 
substantially all, of their capital stocks: 
Piercefield Paper Co., Olcott Falls Co., 
St. Maurice Lumber Co., Champlain 
Realty Co., Umbagog Paper Co., American 
Realty Co., Ram Island Power Co., Win- 
nipiseogee Lake Cotton & Woolen Mfg. 
Co., Miramichi Lumber Co., Continental 
Paper Bag Co. 

During 1917 and the early part of 1918 


© Underwood & Underwood 
PHILIP T. DODGE 
Pres. International Paper Company 


a readjustment of the capitalization was 
effected. Bonds to the amount of $4,448,- 
000 were retired and the greater portion 
of the deferred dividends on the 6% pre- 
ferred stock were refunded through the 
payment of 734% in cash, 14% in 6% pre- 
ferred stock and 12% in common stock. 
Holders of some $1,634,000 preferred stock 
did not assent to the plan for readjusting 
accrued dividends on the preferred stock, 
and consequently there are occasional sales 
in unstamped preferred stock at consider- 
ably higher prices. Since that time no 
additional securities have been issued, but 
certain portions of the bonded debt have 
been retired through operation of the 
sinking fund so that the capitalization as 
of December 31, 1920, was as follows: 


ist & Ref. Conv. 5s P eammee Or ‘ad 
ae $7,500,000 $6,266,000 


12,500,000 
Consol. Mtge. Conv. 5s. 10,000,000 
6% Cum. Preferred ...,. 32,500,000 
Common Stock 000,000 


The Ist and refunding 5s Series “A” 
which are gradually being retired through 
operation of the sinking fund are converti- 
ble at any time up to July 1, 1922, par for 
par into 6% preferred stock. The Series 
“B” bonds are not convertible. Bonds of 
this issue are secured by a mortgage on all 
property now owned or hereafter acquired 
subject only to the prior lien of the con- 
solidated mortgage. The conversion priv- 
ilege of the consolidated mortgage 5s ex- 
pired July 1, 1916. 

In January, 1913, Philip T. Dodge, who 
had successfully managed and developed 
the Mergenthaler Linotype Co. was 
chosen president and due to his construc- 
tive ability and organizing power, the 
International Faper Company was firmly 
established as the leader of our paper 
manufacturing industry. 


Extensive Property Holdings 

In order to maintain its position as 
leader, the company has purchased and 
now holds a total of 4,460,080 acres of 
woodland in the United States and Can- 
ada, of which 1,589,840 acres are owned 
in fee, and 2,870,240 acres are so-called 
Crown lands in Canada, held by virtually 
perpetual leases. The total holdings aggre- 
gate the vast area of 6,696 square miles of 
woodland territory; an area greater than 
the combined area of the States of Con- 
necticut and Rhode Island. This woodland 
area is located in the following states and 
provinces : 


Location Area—Acres 


New Brunswick 
Nova Scotia 


The company also maintains a nursery 
at Randolph, Vermont, where several 
hundred thousand seedlings are raised each 
year. Several million of these young 
spruce trees. have within the last ten years 


been Cpeeeianted on cut-over lands. 
Timber ble for pulpwood is fast dis- 
appearing as the current consumption ex- 
ceeds the growth, and in harvesting the 
trees it is interesting to note that no 
trees with a diameter less than eight inches 
are cut. This is done to preserve the 
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growth of the Smaller trees, whieh co" 
then .be harvested at a later date. The 
transplanting of these trees, or we might 
call it the reconstruction of the razed 
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forests, involves the expenditure of large 
sums from which there is no immediate 
return, and because of this heavy ex- 
pense and carrying charges for the length 
of time that would have to elapse before 
any benefit could be derived from an in- 
vestment of this character, it is extremely 
difficult to interest private capital. How- 
ever, there is a bill before Congress at 
the present time to have the Government 
handle their rebuilding. 

It is also the owner, either directly or 
through subsidiaries of 25 paper mills, 
with a daily production (see Table 1) of 
2,013 tons of paper, which produce their 
own sulphite and ground wood pulps and 
convert them into paper. Some of the 
mills devote their entire production to 
news print, others to the production of 
high class bag and wrapping papers, and 
others to high class paper of many grades. 
Some of these mills, however, are without 
the grinding capacity to produce all the 
necessary pulp and, therefore, the company 
ywns and maintains ground wood mills. 
Through its subsidiaries it owns numerous 
sawmills, which convert timber which can- 
not be used in the paper mills into lumber. 

The Van Buren, Maine, mill, which 
only produces the so-called kraft paper, is 
one of the newly acquired mills. Kraft 
paper, which is used for bag and wrap- 
ping paper, has a strong, tough fiber, and 
is produced from many kinds of wood be- 
sides spruce. A coal mine within reason- 
able distance of the mill was also pur- 
chased, and supplies the mill with fuel 
and disposes of the surplus at a profit. 

Through the removal of the moderate 
protective duty, which permits Canadians 
to send manufactured paper into the 
United States free, while they are per- 
mitted to shut off the supply of raw ma- 
terial to the United States, the company, 
in order to utilize its valuable. holdings, is 
having erected at Three Rivers, Canada, a 
mill of over 200 tons capacity at a cost 
said to be in excess of $6,000,000. 

The sulphite department at this plant 
has been operating since December, 1920, 
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a from this point by December 31, 


This sudden and inequitable cessation of 
the Canadian wood supply has placed 
certain of ite company’s mills at a very 
great disadvantage. 

Water plays a great part in solving the 
company’s problem of power. It is said 
that all the water powers owned and 
used by the different mills, developed and 
undeveloped, aggregate a total power some 
25% greater than all the power develop- 
ment at Niagara Falls under the Burton 
Law. The aggregate of all these water 
powers is 273,820 horsepower. In addition 
to this great volume of power, the com- 
pany consumes approximately 500,000 tons 
of coal annually, which furnishes steam to 
drive the paper machines, to dry paper 
and to manufacture chemical pulp. 

Starting at the plant furthest west, we 
find that the water power is furnished by 
the various rivers in the proportions shown 
ip Table II. 


What the Properties Are Doing 


So much for the company’s forests and 
plants or mills. Now, to learn what they 
have done in the past year. We all know 


(232,000 tons) consisted of a great variety 
of high class papers. 

If this paper were extended in a con- 
tinuous sheet about the width of the aver- 
age newspaper it would reach about 
11,000,000 miles, or if wound around the 
earth at the equator it would cover it 
about 428 times. 

This enormous volume of paper was 
produced in fifteen of the company’s mills, 
and approximately 800,000 cords of wood 
were consumed in its manufacture which, 
if piled as cord wood, would extend from 
New York to Mobile, Ala., or slightly 
more than 1,200 miles. In addition there- 
to, 450,000 tons of coal were consumed 
for power, heating, cooking, etc., 20,000 
tons of sulphur, several hundred thousand 
barrels of fuel oil, thousands of tons of 
clay and chemicals and other materials. 

Each ton of news print requires some- 
what more than a cord of prepared wood, 
which is equivalent to a cord and a half 











TABLE I.—INTERNATIONAL PAPER’S CHAIN OF MILIS. 


*In course of construction. 


Ground Wood 
(Tons) 


Sulphite 
(Tons) 
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TABLE Il.—WATER POWER RESOURCES OF INTERNATIONAL PAPER CO. 




















of rough wood, while other papers, that 
is, the higher grade papers, require more. 

Within the mills, the wage cost per 
ton of paper has risen from $9.73 per 
ton im 1916 to $22.88 per ton and the 
average production per employee has 
decreased from above 82 tons to about 
68 tons. The mill payroll increased 
from $5,189,521 in 1916 to $11,506,455 in 
1920. 

In 1916 the prepared or barked wood at 


preferred stock at the rate of 10 shares 
of stock for each $1,000 bond. In the 
event that the bonds are called for re- 
demption the right to convert remains 
in force to the date of redemption. 
These bonds sold as high as 99% in 
1917. 

Following these bonds there is $24,- 
825,308 preferred stock on which reg- 
ular dividends at the rate of 6% per 
annum are being paid and $19,850,264 








Total revenue 
Deductions: 
Depreciation 


Bond interest 


TABLE IlIl.—COMPARATIVE CONSOLIDATED INCOME ACCOUNT. 
Years Ended Deo, 31. 
(International Paper Co, and Subsidiary Companies.) 
1920 
$21,936,237 


1918 
$8,708,682 


1917 
$18,968,776 


1919 
$7,833,274 


2,238,433 
908,166 


1,929,573 
1,323,915 


1,792,060 
2,532,655 








$3,513,979 $3,686,656 





Net income 
Reg. div. on Int, Paper Co. pfd. stock.... 


$12,055,902 
1,500,000 


$4,319,295 
1,500,000 


$5,022,026 
1,500,000 


$8,864,374 
1,461,100 








$10,555,902 





$2,819,295 $3,522,026 $7,403,274 

















the mill averaged in cost about $13.75 per 
cord, and compares with prices of a 
recent date of $29.65. In some particular 
incidents, it is said the company paid as 
high as $32 and $37 per cord for wood. 
In order to elimigate these extraordinary 
high prices and to insure the paper pro- 
duction contracted for, the company made 
large commitments at high war prices, 
which are still being delivered. 


Large Earnings Last Year 


The report for the year ended Decem- 
ber 31, 1920, which showed net earnings 
after all charges and Federal taxes equiv- 
alent, after preferred dividends, to $52.07 
per share on the common stock, exceeded 


even the most optimistic forecasts. Gross 
revenue increased 275%. The accompany- 
ing balance sheet portrays the true picture 
of the company’s strong financial position 
and reflects the large earnings which have 
been put back into the property. While 
cash on hand amounts to $1,699,147, which 
might seem small in view of the magnitude 
of operations, this is offset by the decline 
in bank loans, which have been reduced 
from $8,500,000 at the close of 1919 to 
$306,687 on December 31, 1920. 


For the investor who seeks a high- 
grade industrial bond it will be well to 
consider the International Paper first 
and refunding 5s of 1947 now selling 
around 83 at which price they give a 
current return of 6.02% or if held to 
maturity will yield 6.35%. There are 
some $6,266,000 of these bonds out- 
standing which are a mortgage on the 
company’s entire property now owned 
or hereafter acquired subject only to 
$48,000 consolidated mortgage 5s. They 
are redeemable at 10234 on any inter- 
est date and a sinking fund provides for 
the purchase or redemption of bonds at 
not exceeding 102%. Holders of this 
issue have the privilege up to July 1, 
1922 of converting their holdings into 
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common stock. The preferred dividend 
is amply secured by earnings and is a 
good business man’s investment. How- 
ever, there is considerable speculation 
attached to the common. In view of 
the large earnings many holders believe 
it should be placed on a dividend pay- 
ing basis but, as is explained in the re- 
port by President Dodge, capital can- 
not be advantageously obtained and 
purchases cannot be delayed, all of 
which make it necessary that the cur- 
rent earnings or profits be largely in- 
vested in wood protection. Then again 
the company has found it necessary to 
construct a plant in Canada and it may 
have to construct more plants there 
because of the restrictions placed on the 
export of raw materials from Canada 
while the Canadian companies can ex- 
port the finished product free. 


The common stock is now quoted about 
62 and it will probably be possible to pur- 
chase it at a lower level.—vol. 26, p. 835. 





G. M. C.. PREFERRED HAS 
POSSIBILITIES 


(Continued from page 27) 











trous 1920, these shares are just as 
sound as many preferred stocks selling 
at much higher prices. At present mar- 
ket prices of 70 for the 6% preferred, 
67 for the 6% debenture and 77 for the 
7% debenture, the yields are 8.57%, 
8.95% and 9.09%, respectively. The 
best purchase of the three would ap- 
pear to be the 7% debenture issue, giv- 
ing the highest yield. These prices are 
decidedly out of line compared with 
other preferred stocks having no 
greater asset value or margin of safety 
in earnings. At present quotations the 
6% preferred is 25 points under its 
high mark of 95 in 1919; the 6% deben- 


ture 2734 points below its high of 9434 
in the same year; and the 7% deben- 
ture, which was not issued until 1920, 19 
points below its top price of 93. 


The common stock pays $1 per share 
yearly and at its present price of 13% 
the yield is 7.47%. For the last three 
quarters of 1920, 1/40th of a share if 
stock was paid in addition to the regular 
cash disbursement of 25 cents, but at the 
December meeting it was decided to dis- 
continue this stock distribution. The pos- 
sibility of this stock dividend’s being re- 
sumed in the near future is not just, nor 
is there likelihood of an increase in the 
present cash dividend rate of $1. Even 
a declaration of 25 cents a share costs the 
company over $5,000,000. The year 1920 
has made directors of all industrial com- 
panies extremely cautious and even if 
earnings were to show a very marked 
improvement, the probabilities are that in- 
creased revenues would be used to pay 
off current indebtedness rather than for 
additional disbursements to common stock- 
holders. Of course any extended bulk 
movement in the stock market would carry 
General Motors common along with it to 
a certain extent, but the preferred and 
debenture issues seem to present an op- 
portunity for much greater profits than 
the common. And combined with these 
greater profit possibilities is a far greater 
degree of security of both principal and 
income.—vol. 27, p. 648. 
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United States District Court in the latter 
part of 1920 the company was permitted 
to charge $1.20 per 1,000 cubic feet until 
March 1, 1921; and on March 1 a further 
increase of 30c. per 1,000 cubic feet was 
allowed. The money accruing from these 
increases is being impounded by the com- 
pany until a final decision by the Supreme 
Court is given. That the new rate will 
be upheld seems almost certain, and if it 
is, Consolidated Gas should be able to 
earn anywhere between $10 and $15 a 
share on the capital stock. With the de- 
cision upheld, Consolidated Gas stock 
should sell above par. 


The 7% convertible gold bonds, matur- 
ing February 1, 1925, are convettible into 
the capital stock of the company, at par, 
but not until after February 1, 1 and 
at any time thereafter to maturity. By 
this time Consolidated Gas’s troubles 
should be pretty well over and the stock 
selling at a high investment rating. In 
the meantime the bonds, selling around 
101, offer a safe and attractive invest- 
ment, yielding 6.9%.—vol. 27, p. 479. 


Throughout this article the writer has 
given the lowest selling price of the 
securities of each company at which a 
profit can be obtained through conversion. 
In no way is this meant to indicate to the 
reader that he should convert at this price, 
but merely to point out at what price the 
stock must sell before any profit can be 
obtained through conversion. The holder 
of a convertible bond must be able to 
judge for himself whether it is better to 
hold for higher prices or convert at once. 
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Important Changes Pending 
DECISION from the Railroad Labor 
A Board reducing wages is momen- 
tarily expected. That wages will be 
reduced is a foregone conclusion, the only 
uncertain factor being the rate of reduc- 
tion. In usually well-informed quarters, 
however, it is believed that there will be a 
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cut approximating the recent reduction in 
U. S. Steel wages, or 20%. 

Confidently anticipating favorable action 
by the Railroad Labor Board, executives 
of a number of leading carriers are pro- 
ceeding with plans for lower freight rates. 
As expressed in a previous article on this 
subject, it is practically a certainty that 
freight rates on certain items will be 
reduced, the only thing interfering with 
such a reduction being the desire to 
await official action with regard to the 
anticipated wage cut by the Labor 
Board. 

Railroad executives are fully cognizant 
that the inordinately high freight rates on 
bulk commodities are tending to exert an 
unfortunate influence on traffic. While 
high freight rates in themselves have not 
resulted in smaller traffic, it is nevertheless 
true that they have been one of the con- 
comitant factors. In any case, by this time 
it is apparent that the benefits from high 
freight rates have proven illusory, and 
that it is time to restimulate traffic by re- 
moving the burden of excessive freight 
charges. 

Industries such as agriculture, coal and 
steel have been chiefly affected by high 
freight rates. In the instance of agricul- 
tural commodities, prices have declined to 


a point where the present freight rates’ 


cannot be paid if a profit is to be made. 
With regard to steel and iron, high freight 
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Trade Tendencies 
Prospects of Leading Industries as Seen by Our Trade Observer 


- As the general tendency in a given trade is but one of the many factors affecting the price of securities repre- 
senting that industry, the reader should not regard these trade tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving at a conclusion. 


charges on the various elements entering 
steel manufacture have been the decisive 
factors in maintaining the still compara- 
tively high level of prices with regard to 
these products. The same situation is 
true of coal and other commodities. It 
is clear that if the rates on these various 
commodities were lowered sufficiently, 








THE TREND 


BARaDASS — Im reduction in 
h wages freight rates. Larger 
feciae car leadings. Increased earn- 
ings. Tendency upward. 
STEEL—Cut of 20% in U. S. Steel wages. 
Gen average of production un- 
changed since recent weeks. Certain 
products such as sheets and pipe 
moving in large — Basic 
ucts, however, dull. Out- 
jook uncertain but condiuiens should 
slowly improve. 
egy ay increasing but busi- 
ness is small. Quotations ——y 
Production at low ebb. Present 
ditions are unfavorable but the broad 
outlook is encouraging. 
LEATHER — ee a, be im- 


‘oved. 
Righer. ae CF. on the 
is upward. 

_——m — Conditions unfavorable, 

ularly agricultural machinery. 

leavy surplus of tractors. Buying 

on restricted basis. Outlook for the 
year unfavorable. 

SUGAR — Prices tending downward. 
Large stocks and poor ~~ S— Out- 
look unfavorable. Smaller Cuban 
crop may exert influence, 
however. 

MOTORS—Production well-maintained. 
Buying active. Great competition be- 
tween manufacturers. Slump ex- 
pected in summer. 

TILES—Woolens and silks in favor- 

=~ position. Manufacturing activi- 
increase. br 

) ~ goods a so good. 

SUMMARY—General conditions show 
improvement with some lines as 
woolens, motors and tires doing bet- 
ter than others. Credit situation 
being rapidly improved. Retail trade 
fair to good. Volume of business ac- 
tivity on the increase. The trend is 
broadly upward. 























producers could sell even at present prices 
at a profit (and in the use of steel even 
at lower prices), business would be stimu- 
lated and consequently the carriers would 
benefit by virtue of the larger shipments 
that would accrue. 

Freight car loadings show a tendency 
to increase, as is to be expected at this 
time of the year. Practically, all com- 
modities are moving in increasing quan- 
tities, with increased coal shipments 
chiefly responsible for the high freight 
car loadings. The number of idle cars, 
naturally, is decreasing, the only section 
of the country thus far not sharing in the 
improvement being the Northwest. 

March. earnings were an improvement 
over those in the preceding month. While 
this result was partly due to increased 
revenue arising from larger traffic, it was 
also due to the fact that maintenance 





charges were reduced. While this is satis- 
factory from the viewpoint that the car- 
riers are benefiting from greater economy, 
it'is not such a fortunate result when it 
is considered that many improvements 
which should have been made were de- 
ferred in order to permit many roads to 
avoid showing a deficit, 


It is not probable that actual mainte- 
nance work will be largely increased until 
next summer, by which time most of the 
major problems affecting the carriers will 
have been settled. From then on, the 
railroads will be turning their attention 
toward improvipg their physical proper- 
ties. 

While the carriers are still in compara- 
tively bad shape, it seems, at least in the 
instance of the stronger roads, that they 
have s:en the worst. Aside from the fact 
that traffic is bound to increase from this 
time on, due to seasonal considerations, 
there is the practical certainty that wages 
will be reduced to an extent to permit 
most of the carriers to show the earning 
power to which they are accustomed. A 
sound basis is being laid which should 
effectively aid the railroad systems in the 
approaching period. 





STEEL 








Sounder Basis Laid 


[HE outstanding development during 
the past two weeks was the 20% re- 
duction of day labor wages announced by 
the United States Steel Corporation. 
Aside from the obvious effect on the 
big company itself, this action will have 
a far-reaching effect on the general in- 
(Continued on page 50) 
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Building Your Future Income 


THEY’LL BE BACK SOON— 


ROM the day, last Fall, when the terrific slump started 
in commodities and had its inevitable effect on security 
prices, the clamorous appeals of the million-a-minute 

men have grown steadily less frequent. 

These promoters of questionable securities must choose 
their opportunities just as any other fakers have to do. They 
know that, with security prices at low ebb, and a section of 
the general public still nursing past grievances, it is not a wise 
time to offer their wares. 

In recent days the markets have been picking up. This is 
not the place for discussing the immediate future; and if ‘we 
say that it looks as though the movement would carry much 
further, it is with no intent or idea of forecasting the future. 
There is but one point we wish to make and that is that, if 
the upswing should continue, and we develop back into a 
strong bull market, the vendors of fraudulent securities will 
certainly come back on the scene again. 

Steady readers of these columns will know how to receive 
them. Those who have joined us more recently—and there 
are many in this class—may not recognize them so easily. 


* * 


"THE. vendor of fraudulent securities is a type. He has cer- 
tain “earmarks.” Study him and his wares and you 
will seldom, if ever, fail to recognize his ilk. 

He does not always offer you something for nothing; in- 
deed, the out-and-out gold brick man has been hounded out 
of so many communities that only the most artful still survive 
—and the artful ones know better than to promise you some- 
thing for nothing. But he does still go after you with the 
“opportunity of a lifetime” plea; and in almost every case 
offers you a “security” which, were it only half what it is 
represented to be, would never have to be hawked about the 
streets and offered from door to door in order to be sold. 
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E have iterated and reiterated the speciousness of these 
people’s arguments so often that many of our readers 
would be justified in asking us for a rest. But if they had 
followed, as we have followed, the piratical tactics of these 
promoters; if they knew as we know, how severe an obstacle 
their presence is to the progress of legitimate finance; if they 
could see the letters we have seen from the unfortunate men 
and women who have been inveigled into buying the stuff 
they sell—then, instead of asking us to change the subject, 
these readers would agree with us that it could not be em- 
phasized enough. 

Let it be said again, then: Before a new investor— 
whether he be seventeen years old or seventy—purchases any 
stock or bond offered him by any salesman or organization 
not well known to him, the proposition should be referred 
either to a reputable bank or to an investment house allied 
with some recognized exchange. 

Before agreeing with a salesman that the thing he is 
offering you is, really, a wonderful opportunity, ask him why, 
if it is so wonderful, he is so conspicuously anxious to sell it 
to you. 

Before parting with Liberty Bonds—which, by the way, 
are believed by many sagacious men to be on the road to par, 
now that money conditions are “‘easier""—and taking some 
bedaubed and bedecorated piece of paper in exchange, 
stop, count twenty—and then put your liberty bonds back 


into the safe! 
s 8 *# 


THE MAGAZINE OF WALL STREET has many people to 


serve. But its service will be in vain if it does not, 
eventually, succeed in inspiring in every one of its people not 
only a distrust of but a positive abhorrence for the vendors 
of promotional securities under the guise of “‘sure things,” 
on sa safe investments,” “wonderful opportunities,” and 
¢ like. 
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Do You Earn $5,000 a Year? 


If So, Here Is a Reasonably Safe and Sane Way to Invest Your Money—No Get-Rich-Quick Scheme, 


But Neither Is It Too Conservative 


By E. D. KING 








Editor’s Note: We are interrupting our series of Personal Experience articles, as written by sub- 
ie, Se eee i 


circumstances. 


regarding this article from our readers for possible publica- 


The Magazine of Wall Street. 
is aimed particularly at the married man of thirty, with 
However, the plan can be revised by our readers, we 








E will assume that our $5,000-a-year 

man is about thirty years old, has 

an assured position, is married and 

has one child. The question is: How 

much money should this man invest and 
what should he invest it in? 

Of course, living costs and standards of 
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living will enter very largely into calcula- 
tions as to the amount that such a man 
could save. Those who demand many 
comforts will naturally find it more diffi- 
cult to save than others who are more 
intent on the future. But even the most 
luxury-loving individual should be able to 
save something from a $5,000 a year. sal- 
ary or income; and it is our problem to 
decide how that margin should be used. 

Based on a study of living costs issued 
by the Government and various private 
wencies, it has been found possible for a 
family of three to live in reasonable com- 
fort for about $3,400 a year. This does 
10t include luxuries such as automobiles, 
servant maids or high-priced elevator 
apartments; but it does include all the 
necessities and many of the comforts. The 
attached chart indicates the proportions 
between living costs and the desired maxi- 
mum of savings. 

A balance of $1,600 a year is thus left 
ready for investment in the average case. 
Very likely this figure will be raised or 
lowered as the years go on due to a mul- 
tiplicity of factors which no one can fore- 
tell; but it is a fair assumption that some 
such sum can be saved on the average 
each year. For purposes of discussion, we 
will assume that our $5,000-man does save 
this sum and that the amount does not 
‘fluctuate for a period.of :twenty years but 
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remains at the constant figure of $1,600. 

Having arrived at the conclusion that 
our $5,000-a-year man is in a position to 
save $1,600 a year (see table) the ques- 
tion is: How shall he invest that amount? 


Four Avenues of Investment 


There are four important ways of in- 
vesting money. They are insurance, real 
estate, securities and bank deposits. The 
problem before our investor is whether he 
should limit his savings to one of these 
groups; diversify his savings among all 
four; or choose several as being the most 
suitable for his purposes. 

Careful analysis of the advantages and 
disadvantages of the investment avenues 
noted leads to the conclusion that with re- 
gard to two—real estate and bank deposits 
—there is a reasonable doubt as to 
whether our $5,000-a-year-man should use 
them for the employment of his funds. 

Real estate today is very high in prac- 
tically all sections of the country and 
there is at least a possibility that real es- 
tate investments at current figures might 


DISTRIBUTION OF INCOME 


ultimately result in a loss. Whether or 
not this is a vague possibility, the mere 
fact that it exists makes it better for our 
man to eliminate this particular field of 
investment from consideration. 

There is, of course, no such possibility 
involved for funds “invested” in a savings 
bank account; but the most that the in- 
vestor can get from this source is 454%. 
Inasmuch as there are prime securities to 
be had yielding 5%4 to 6% (such as Ist 
mortgages, certificates of deposit and cer- 
tain high-grade railroad and industrial se- 
curities), it is doubtful whether it would 
be advisable to forego the higher rate of 
interest for the convenience of having cash 


on hand in the form of savings bank de- 
posits. Our advice would be to use the 
savings bank as a means to an end; but, 
under the circumstances, it would not 
seem advisable to make the bank an end 
in itself. 

Having discarded real estate and the 
savings bank, then two broad fields of 
investment are left open to our investor. 
One is insurance. The other is securities. 


Insurance 


As we have endowed our $5,000-a-year 
man with family responsibilities, it of 
course becomes his duty to protect his 
dependents against the contingency of his 
sudden death. Insurance, of course, is the 
only safe way to provide such protection. 

Now, there are many different types of 
insurance; and our investor must comb 
over them all and select the most suitable 
one. He will find straight life insurance 
the cheapest form and the one most gen- 
erally held; but the writer believes a bet- 
ter type of insurance for a man in his 
position would be a 20-payment life policy. 
This costs somewhat more, but at 
the end of 20 years the investor can take 
out almost as much as he puts in, in addi- 
tion to having had the benefit of the full 
protection of the face amount of his policy. 

The writer hastens to add that the 
amount of insurance a man takes out 
should not be excessive. A man who 
earns $5,000 a year should insure himself 
to an equivalent amount. Anything above 
that would be too much. He has other 
ways of providing for his family. A 20- 
payment life policy, of $5,000 value, will 
cost our man somewhat under $200 a year. 
This leaves him, out of the $1,600 a year 








HOW THE $5,000 IS USED, 




















which he saves from salary, about $1,400 
a year available for investment in securi- 
ties. 
Shall He Risk? 
The successful young man of 30 with a 
salary or earning power of $5,000 a year 
is in a position to take a reasonable risk 
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with part of his savings. While it might 
simplify matters for him to invest the en- 
tire amount of his savings in the highest 
grade securities yielding not more than 
5%4-6%, he would have to forego the many 
opportunities for capital enhancement 
which come so often in an average life- 
time. 

Go back a few years. Compare the re- 
sults attained by men who invested all 
their savings in 44%4% bonds with the re- 
sults attained by others who invested part 
of their savings in such securities and the 
balatice {ti common stocks of substantial 
companies. Is not the verdict altogether 
in favor of the latter? Suppose our 
$5,000-a-year man had invested half his 
savings in high-grade bonds ten years ago 
and the balance in Steel common, Utah 
Copper, General Electric and other common 
stocks of a similar type. Then- contrast 
that with the supposition that he had in- 
vested only in issues like Union Pacific 
Land Grant 4s. On the latter basis he 
would have received a fixed income which 


would have depreciated in buying power . 


along with the higher prices which came 
into operation during the last decade. As 
an owner partly of high-grade bonds and 
partly of good common stocks, on the 
other hand, although that part of his sav- 
ings invested in high-grade bonds would 
have suffered a depreciation in purchasing 
power, the balance invested in common 
stocks would have made up for this by a 
very wide margin. 

Because of the risk entailed, it would, 
of course, be inadvisable to invest all of 
one’s savings in common stocks. On the 
other hand, it is inadvisable to invest all 
of one’s savings in fixed income-bearing 
securities because of the relatively smaller 
income. The ideal method is to invest in 
both so as to take advantage of any 
changes in economic conditions which may 
occur. As I have just intimated, the 
holder of common stocks in the past dec- 
ade has been able to profit despite rising 
living costs as a result of the higher earn- 
ing power which these stocks have at- 
tained. Also, stocks of this class have 
scored a great increase in market value 
so that the capital invested has been in- 
creased many times. 

There are two factors to consider— 
safety of principal and income, and profits. 
Both are essential in any well-balanced 
investment scheme. 

The question now is: What proportion 
of savings shall be devoted to the purchase 
of high-grade, fixed income-bearing securi- 
ties and what proportion to more frankly 
speculative securities? The answer de- 
pends on the confidence our investor has 
in his earning power; upon his tempera- 
ment; upon whether he desires to merely 
build up a fair competence or whether he 
has more ambitious ideas in this regard. 
The man who is in good health, has con- 
fidence in his earning power and who is 
temperamentally fit to assume a certain 
amount of risk in investments can afford 
to devote a greater amount of his savings 
to such enterprises than the man to whom 
safety is the most desirable consideration. 

A good balance would be struck by 
investing 65% of savings in high-grade 
securities and the balance in good semi- 
speculative issues. In this way, most 
of one’s savings would go into safe se- 
curities and only a relatively small 


38 


amount in issues where the profit possi- 
bilities are greater. 

On the above basis, our $5,000-a-year 
man would invest about $900 in gilt-edged 
securities and about $500 in common 
stocks, out of the $1,400 which he has 
available for annual investment in securi- 
ties. The combined yield on the two 
should easily average him about 64%. I 
have calculated 6.39% on the basis of an 
average yield of 6% on high-grade securi- 
ties and an 8% yield on more speculative 
securities. But 1 have not included the 
profits that would eventually come with 
careful buying. 

To summarize briefly: Our investor has 
been given $1,600 a year to invest. Of this 
amount $200 is to go toward insurance, 
leaving him $1,400 a year for investment 
in securities. Of this last amount, $900 
is to be placed in high-grade securities and 
the balance, $500, in speculative securities. 
The net yield on all these investments, 
roughly, would amount to about 614%, 
aside from any possible profits. 

A 6%% yield on $1,600 amounts to about 
$102 annually. 

Compounded at 634% for 20 years 
(see table), together with the annual 
savings of $1,600, this would provide an 
income at the man’s fiftieth year of 
about $3,500 a year. Moreover, al- 
though the face value of the investments, 
including insurance, at the end of the 20- 
year period would amount to only $32,000, 
their market value would probably amount 
to much more than that, assuming that our 
investor used real care in choosing his 
speculative investments. 


Selecting the Securities 


Having laid down a general plan of 
action, our investor will now be confronted 
with the problem of selecting individual 
securities. His success will depend en- 
tirely on the care and judgment exercised 
in doing this. If he has studied the field 
thoroughly, he will not need to rely to so 
great an extent upon the advices and coun- 
sel of other people. If he has nct studied 
the field, it is up to him to defer his in- 
vesting either until he has had a chance 
to “read up” or until he has located some 
man or some organization capable of guid- 
ing him and worthy of his trust. 

Since this article is intended for readers 
of THe Macazine-or Watt Street, it 
can be assumed that our $5,000-a-year man 
will be capable of thinking for himself. 

We have allowed our man $900 a year 
for investment in gilt-edged, Al, rock- 
bottom investments. On this basis, his op- 
erations, of course, will not be very ex- 
tensive. Probably his best course would 
be to buy nine $100 bonds, if possibie. 
Suitable bonds would include such issues 
as the U. S. Steel sinking fund gold 5s, 
maturing in 1963; the 4th 4%% Liberty 
bonds, or lst mortgage railroad bonds of 
the highest standing, such as the Union 
Pacific prior lien 4s. These will provide 
the desired safety both as regards princi- 
pal and interest. (Securities of this type 
are reviewed at frequent intervals in Tue 
MAGAZINE OF WALL STREET.) 

The balance of $500 which is to be 
available for investment in semi-speculative 
issues can be placed with considerable as- 
surance in stich issues as General Electric, 
U. S. Steel, S. O. of New Jersey, Inter- 
national Harvester, and other issues of 
like sort, offering not only a fair yield but 


good profit possibilities. The effort, of 
course, should be to obtain these issues 
near the bottom of their yearly swing, dis- 
posing of them at a reasonable profit after 
a period of a few months or a year. 


The Problem of Re-Investment 


While the total amount our man is 
to have available for investment in the 
first year is to be only $1,400, the income 
received from his investments will soon 
begin to pile up. As the years go by, it 
will become possible for him to buy more 
and more securities. The income received 
from the various investments together with 
the profit accruing from the sale of the 
speculative securities should be re-invested 
in other high-grade securities. In this 
way, our investor will never be risking 
more than $500 of his income on specu- 
lative issues even though his income as. 
a whole keeps mounting. He is thus 
playing the game safe, which he must do 
if he is to achieve his purpose of acquir- 
ing a good competence before he grows 
too old to enjoy it. 

The writer has spoken of profits derived 
from more or less speculative ventures as 
if they were assured. This he has done 
because he believes they are assured if the 
investor uses good judgment and has pa- 
tience. The sort of speculation which he 
has described does not include acting om 
“tips” or trading in the market frequently. 
It is something entirely different. By 
“speculation” the writer means the pur- 
chase of sound securities at a reasonably 
low price, and their sale at a reasonable 
profit. Stocks like Studebaker, General 
Asphalt, Crucible, Mexican Petroleum, 
and others are not suitable for this sort 
of speculation, and there is no intent here 
to arouse interest in them. 

The plan described offers, in the writer’s 
opinion, the requisite amount of safety 
and is still flexible enough to permit taking 
advantage of such stock market swings as 
may occur. The balance struck is a rea- 
sonable one between investment and spec- 
ulation. There is no reason why the ma- 
jority of both investment and speculative 
commitments should not be entirely suc- 
cessful, if the requisite care is used and 
if there is patience to await the inevitable 
opportunity. 

This plan does not offer the possibility 
of becoming rich over night, but it does 
offer most decidedly the possibility of 
acquiring a fair-sized competence within 
a reasonable period of years. At the age 
of 50, our $5,000-a-year man would have 
an income of at least $3,500 a year from 
his investments. This is worth working 
for. All it requires is a little vision, a 
little patience, a little care and a very 
little luck. 





THE RAILROAD’S PROBLEM 


The railroads are in no different situa- 
tion from the other industries of the coun- 
try. Like many other producing industries, 
they are confronted with a sudden and 
violent shrinkage of business which helps 
to make the selling price of what is pro- 
duced lower than the cost of production. 
They will have to solve the problem in 
the same way as other producers are try- 
ing to solve it—by the bringing of .the 
cost of materials and the cost of labor 
into line with the proceéds of what they 
have to self.—Senator Cummins. 
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The Mortgage Investor 


Disadvantages of Individual Handling of Mortgage Investments — Farm Mortgages Increasingly 


OST everybody thinks that the safest 

kind of an investment is one backed 

by “dirt”—that is to say, land. We 
figure that if we had a first mortgage on 
a good farm, worth double the amount of 
the mortgage, that it would be a pretty 
safe proposition: But wait. We hadn't 
thought of earthquakes! 

Now if you had a mortgage, what would 
you do about appraisement? What is the 
property worth? Ascertaining the value 
of real estate is a very hard thing to do. 
Appraising real estate in a small com- 
munity is difficult enough, but what shall 
be said of sections where transfers are 
frequent— where neighborhoods change 
their character suddenly—where transpor- 
tation facilities are in a state of constant 
development? The closing of a large in- 
dustry will take away values and the 
coming of one will add to values. Three 
men will differ widely in appraising any 
piece of property. Also, there is no mar- 
ket for the real estate mortgage, using 
market in the sense commonly employed 
in the sale of stocks and bonds. Each 
property is a unit whereas a bond or stock 
is one of a series of like issues and the 
value of one is the same as value of 
others. The value of real estate is a 
matter of opinion. 

Then there is the cost of getting a mort- 
gage if you want to do it right. If you 
want title insurance you have to pay for 
that if the mortgagor refuses to do so. 
And a transaction of this sort in its sim- 
plest form, where you have a mortgage on 
a piece of property, is liable to cause you 
trouble and vexation of spirit in collecting 
your interest. These are a few of the 
disadvantages involved in yourself select- 
ing a mortgage and attending to all the 
details connected with it. 

They are done away with by confining 
mortgage investments to the guaranteed 
mortgage bonds as issued by a number of 
companies where the companies themselves 
retain all responsibility. 


Real Estate Bonds Popular 

Bonds backed by a mortgage on real 
property are probably the most popular 
type of bonds in this country. A mort- 
gagor of a piece of property may want to 
borrow, say, $100,000. He finds’ 5 men, one 
of whom will loan $40,000, another $20,000, 
another $10,000 and the other two $15,000 
each. All want to be protected by a first 
mortgage. A solution is found in the 
separation of the bond and mortgage. The 
mortgage is drawn in favor of a trustee, 
and a bond or promise to repay the sum is 
given to each of the lenders, such bond to 
be secured by the claim on the property 
given to the trustee. By this separation 
of the bond and mortgage we have opened 
the way to securing the money and at the 
same time have given the same protection to 
each one of the lenders as each would have 
obtained had he loaned the whole amount. 
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Within the past few years, there has 
been considerable activity in extending the 
market for farm mortgages, and in many 
of the larger and even in some of the 
smaller cities of the Middle West, there 
are brokerage establishments which sell 
mortgages to eastern investors. 

The mortgage, dissociated from the bond 
is called a deed of trust. Usually a trust 
company is the trustee holding the title 
to the property mortgaged. This trustee 
is supposed to act for the bondholders, 
although it is rarely chosen by the bond- 
holders, more often by the corporation 
issuing the bond. There is a temptation, 
therefore, that the trustee will strive to 
please the corporation rather than the 
bondholders, whereas the other way 
about would be much more advanta- 
geous. 

Some corporate ‘ mortgages contain 
clauses which are called “after acquired 
property” clauses, by which a mortgage 
may be stretched to cover other property 
which may be acquired later. This clause 
has the stamp of honesty for it means 
added protection to the bondholders giving 
them the advantage of more protection on 
new enterprises upon which the corporation 
may embark. Where mortgages do not 
contain this clause, there is a danger lurk- 
ing in the fact that the property covered 
may deteriorate in value whereas the prop- 
erty later acquired may represent the 
chief value. 


First Mortgages Preferred 


Most every one likes a first mortgage 
better than a second or third or any other 


number, and yet often a second mortgage 
is just as sound as a first, depending, of 
course, upon the actual value of the prop- 
erty. Likewise, there are second mort- 
gage bonds, and a few third mortgage 
bonds. Third and fourth mortgages are 
seldom found with the exception of some 
among the obligations of railroad com- 
panies. The Northern Pacific had a third 
mortgage issue some thirty years ago. The 


“Erie Railroad has outstanding third, fourth 


and fifth mortgage bonds. It is fashion- 
able, however, to conceal this situation by 
terms which sound better to the ear of a 
conservative investor. As an illustration, 
we find that when the Erie Railroad was 
financing its sixth mortgage issue, it was 
not called a sixth mortgage, but “Erie 
Railroad First Consolidated Mortgage 7s, 
1920.” This does not mean that the issue 
was protected by a first mortgage, but 
only by a “first consolidated mortgage”—a 
term that contains probably as much 
poetry, at least, as truth. Finally, the Erie 
put out what practically amounted to an 
eighth mortgage, which was denominated 
“General Mortgage Convertible 4s, 1953.” 

A second mortgage issue usually has to. 
pay a slightly higher rate of interest than 
a first mortgage, and is usually redeemable 
in a shorter time. If there are issues pro- 
tected by subsequent mortgages they are 
supposed to pay a still higher interest rate, 
the rate growing higher as they increase in 
number. This, however, is not an invari- 
able rule, for there are instances on record 
where junior mortgages are of larger size 
and are distributed over a wider market 
than even the first mortgage. 





Is Your Home Your Own? 


Frequent Cases of Defective Titles Call Attention to Title Insur-- 
ance—The Premium Rates 


GOOD many people think they own 
real estate when they do not. True, 
one may have a deed duly recorded, and 
even an abstract of title brought down to 


date. But it is barely possible that the 
real estate man or the attorney employed 
to look over the search made a mistake, 
and this is not saying anything against 
real estate men or attorneys, because the 
reputable men of both are aware that 
there is some incompetency in their pro- 
fessions. 

In the good old days any one buying 
real estate or advancing money on a 
mortgage,. or for any reason taking or 
giving any kind of a deed or mortgage, 
had to rely on attorneys, who, in turn, 
relied on clerks of the recorder’s office, 
and if a mistake was made it would 
slumber perhaps for years and never be 
known until the property again changed 
hands. And many properties, therefore, 


are not really owned by the titled owner. 

It is only comparatively recently that 
title insurance companies, issuing an in- 
surance policy on titles, have risen up in 
cur cities. These companies are usually 
affiliated with trust companies, although 
not always, and backed by ample capital. 
The assurance they give of the impreg- 
nability of a title would certainly seem 
to justify, at least in large transactions, 
the premium costs. 

Title insurance is a safeguard in taking 
the mortgage. Savings banks that loan 
extensively on mortgages’ often stipulate 
that the property be insured by a desig- 
nated title insurance company, and” 
whether a savings bank loans money and 
takes a mortgage, or whether an indi- 
vidual does so, either has a right to stipu- 
late the conditions surrounding the matter 
of insurance. Right here it may be well 
to mention that the regulations should be 

(Continued on pace 60) 
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Time to Ausatnn th the Coppers 


Situation Now Reached Point Where It Cannot Get Much Worse and Therefore Must Eventually 
Improve—How the Listed Coppers Compare 


HE investor and speculator has been 
advised, by the authors of text books 
on investment, by the editor of his 

favorite financial magazine, and by all of 
the more substantial market letters issued 
from time to time by reliable banks and 
brokerage houses, that as a matter of gen- 
ral principle, it is wise to buy stocks 
when they are selling at a low level, and 
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when the industries which they represent 
.are ina depressed condition. This advice, of 
course, refers to the securities of corpora- 
‘tions which are in a flourishing condition 
-during periods of normal business activity. 
The soundness of such general advice has 
been demonstrated time after time, as the 
essential industries of the country have 
assed through their regular cycles of de- 
“pression and prosperity. 

When certain business enterprises are 
passing through a period of extreme de- 
pression and discouragement, and their 
securities are selling at a relatively low 
‘level; when the business outlook is at its 
worst, and dividends which have been 
maintained regularly for several years are 
reduced, passed, or about to be passed, 
and at the same time when it is an estab- 
‘lished fact that these industries are essen- 
tial to the continued growth of the coun- 
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try, it is certainly a wise course to pur- 
chase such securities with a view to taking 
advantage of either their speculative pos- 
sibilities, their investment features, or 
both. The trouble with the average in- 
vestor or speculator is that he has not the 
nerve to face this situation squarely, and 
act on his own conviction. The average 
investor, and particularly one who is in- 
experienced, is likely to delay his decision 
through timidity, or lack of confidence in 
his own judgment, in spite of the fact 
that he knows it to be based on sound 
principles. The tendency of the average 
investor is to follow the crowd, and to 
delay his commitment until everybody re- 
alizes that it is time to buy. When he 
finally takes action, he finds that the 
period of prosperity now in sight has been 
discounted by the market price of his 
favorite shares, anywhere from four to 
eight months in advance, and that the 
speculative advantage that he should have 
gained has slipped away from him to a 
considerable extent, or almost entirely. 


Copper Shares In Point 


At the present time the best copper 
shares present exactly the situation out- 
lined above. The copper industry is in a 
depressed condition. Many of the big pro- 
ducers have shut down and will not re- 
sume operations for an indefinite period. 
The general outlook in the industry is 
practically at its worst. Large stocks of 
unsold copper are on hand, sufficient to 
satisfy normal demands for more than a 
year. At the same time, curtailment of 
production has not gone the limit. Even 
now, production is about keeping pace 
with demand, ‘and no reduction is being 
made in the unsold supply on hand. 

It may be that a revival in the copper 
industry will not come until the spring 
of 1922, in which event most of the 
large producers that have discontinued 
operations will remain shut down during 
the ensuing year. Naturally, no dividends 
can be resumed on the securities of these 
inactive companies, and their shares must 
of necessity remain out of the income class. 
The inexperienced or the timid investor 
or speculator will therefore be inclined to 
reason that there is no fundamental cause 
for a rise in the market price of the shares 
of these companies, but in assuming this 
position, he fails to take into account the 

certain attitude of the general public to- 
ward il Oe securities of essential industries ; 
namely, the tendency to discount the in- 
vestment value of these securities under 


the slowly but surely approaching period 
of profitable operations. 

Incidentally, the more inexperienced in- 
vestor and speculator can be reminded of 
the fact that when an essential industry 
passes from a period of severe depression 
to one of returning prosperity, that the 
discounting of future market value of 
shares is not limited to the securities of 
only the soundest and most firmly estab- 
lished representatives of the industry in 
question. The more speculative issues of 
the companies that have not yet entered 
their productive period, due to incomplete 
development or relatively higher cost of 
production, are dragged along in the gen- 
eral upward swing of market prices, and 
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the speculative possibilities of such secur- 
ities are often as great as those held out 
by the firmly established producers; in 
fact, the speculative possibilities may be 
even greater if the shares in question are 
selling at a generally lower price per 
share, because the percentage increase on 
the purchase price may be greater. 
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graphs, one of them illustrating the av- 
erage price of copper during the past 
seven years, and another showing the rela- 
tionship of this average price to a nor- 
mal price of the metal based on the ten 
year period ending with 1913, will suggest 
a firm foundation for the belief that it is 
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heavy interest charges and take care of a 
sinking fund to retire financial obligations. 

The company that excels in the com- 
parisen of the greatest number of funda- 
mental and statistical factors may not be 
the-one whose shares offer the greatest 
speculative advantages. In view of these 
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now time to take a bullish position for 
the long pull on copper shares. If the 
prospective investor will supplement these 
fundamental conditions by a reference to 
the accompanying price range charts of 
two representative copper stocks, the argu- 
ment herewith presented will be viewed 
with even greater confidence. During the 
past few weeks the market has given evi- 
dence of the fact that it is already begin- 
ning to discount the future value of cop- 
per shares. Although it is not impossible 
that certain individual copper shares, and 
even the whole list for that matter, may 
experience one or more minor reactions, 
so far as the long pull investor or spec- 
ulator is concerned the broad upward 
movement in these shares is now under 
way. 
Which Stocks? 

If the investor believes that it is time 
to bup copper shares, he must decide which 
stocks to buy, for in spite of the fact 
that an average upward movement of the 
whole group will drag along the weaker 
shares, as suggested hereinabove, it is the 
part of prudence to choose from the list the 
stocks of those companies that have be- 
haved well in the past, and that are in 
the best position to repeat their perform- 
ances of recent years. 

In comparing these stocks of several 
well established producers for the purpose 
of noting their relative physical, financial, 
or other special advantages and disadvan- 
tages, a great variety of conditions is pre- 
sented, For example, one company may 
excel in quantity of developed ore, whereas 
another has the advantage of high average 
grade of ore. One producer may be free 
from debt, as compared to another which 
is saddled with a large bond issue, but at 
the same time face operating costs so high 
as to postpone its return to prosperity far 
beyond the resumption of profitable op- 
erations of the company that must pay 
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conditions, it is difficult to ‘select any one 
stock and say it is the best one to buy, 
for the attitude and requirements of the 
purchaser have much to do with the se- 
lection. However, a comparison of the dif- 
ferent shares on the basis of selected fac- 
tors, both financial and physical, is quite 
significant, and a helpful guide to the 
prospective buyer. 

Considering total earnings per share 
since the beginning of 1915, Uran Coprzr 
takes first place with a record of $72.60 a 
share, with ANACONDA a close second, 
with an earning of $56 a share. In 
two of the six years under review, Ana- 
conda excelled Utah Copper in earnings 
per share. These two companies have sev- 
eral advantages over other companies, and 
for the present Utah Copper has the ad- 
vantage over Anaconda. Utah’s capital 


liabilities consist only of its guarantee of 
$3,280,000 Copper Export Association 
Notes, amounting to about $2 per share, 
whereas Anaconda’s capital liabilities dur- 
ing the past six years have increased 
$54,904,000, including $4,904,000 Copper 
Export Association Notes, equivalent to 
about $23.55 a share. Utah’s cost per 
pound of copper has been lower than 
Anaconda’s. Both of these noteworthy 
producers have shown large increases im 
surplus, net current assets, plants invest- 
ment and reserve. Anaconda’s investments 
have been nearly four times as great as 
Utah’s, it excels Utah in point of gross 
tonnage of copper produced, and its ac- 
tivities are more diversified. For the six 
year period under review, the dividends 
of Utah Copper aggregate $52.75 a share, 
and Anaconda’s total dividend disburse- 
ments amount to $35.50. . 


Rating of Fifteen Coppers 

From the standpoint of total earnings 
per share during the six years ended with 
1920, fifteen leading copper companies 
would be rated in the following order: 

Uran, $72.62; Anaconna, $56; CaL- 
umet & Arizona, $46.22; Cuno, $41.15; 
InsprRaTION, $39.80; Greens-CANANEA, 
$32.40; Ray, $21.51; Cerro ‘pe Pasco, 
$21.25 (four years ended with 1920); 
Miami, $21.23; Kennecott, $19.60 (five 
years ended with 1919, figures for 
1920 not yet available); Nevapa, $17.74; 
(four years ended with 1920) ; Smatrucx,. 
$13.47; Gransy, $8.92 (five and a half 
years ended June 30, 1920); Cume, $2.36; 
Op Dominion, $17.85. 

From the standpoint of dividends paid 
per share during the six years ended with 
1920, the same copper companies would be 
rated in the following order: 

Uran, $52.75; Catumet & Arizona, 
$38.12; Anaconpa, $35.50; Graney, 
$33.75; Inspmation, $33.00; Cuxtno, 
$29.79; Oxrp Dominion, $29; Greenz- 
CANANEA, $26.41; Miami, $20.75; KeEn- 
necotT, $17.70; Cerro pe Pasco, $17.36; 
Nevapna, $14.90; Ray, $14.39; SHatruck, 
$11.38; Cums, none. Three of these com- 
panies have paid out in dividends more 

(Continued on page 55) 
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Price Cuts Confuse Oildom 


Following Upon Warnings of Exhausting Supplies They Have Mystified Operators — Simms 
Petroleum and Sinclair in Rapidly Improving Position 


URING the last fortnight the petro- 
D leum industry has been disturbed by 
an element of uncertainty about 
prices and trade in crude and refined oils. 
Two weeks ago one of the leading pur- 
chasers of crude oil in the Gulf Coast 
region. reduced the price from $1.25 to $1. 
The following week the Seep Furchasing 
Agency advanced Pennsylvania gradé 
crude oil 25 cents and two days afterward 
added another 25 cents. Mid-Continent oil 
producers were greatly encouraged by the 
Pennsylvania advance, believing it pre- 
saged an early advance in the price of west- 
ern crude from $1.75. April 26 the Stand- 
ard Oil Co. (Ind.) reduced the price of 
gasoline 3 and 4 cents a gallon—one of 
the greatest reductions in years. The 4- 
cent reduction applies in Kansas, Missouri 
and Oklahoma, the 3-cent reduction in nine 
other states of the Mississippi valley. 
On May 2, the Prairie Oil & Gas Co. 
clipped a quarter off Mid-Continent crude, 
to $1.50—a jaw jolt. These rather 
whimsical price changes have naturally 
caused considerable uneasiness in the pe- 
troleum trade, for producers, refiners and 
marketers—in addition to making: sudden 
and pronounced readjustments—do not 
know what to expect in the near future. 
The 25-cent reduction in South Texas 
rested on a little more crude oil in a 
local field than the pipe lines needed, and 
had little significance. In Pennsylvania, 
West Virginia, Southeastern Ohio, Eastern 
Kentucky and New York—where Pennsyl- 
vania grade crude is produced—the two 
25-cent advances were made because the 
owners of thousands of old wells produc- 
ing only a quarter of a barrel each a day 
practically suspended drilling operations 
and the operation of pumping wells. While 
the total production of crude oil in the 
states named is negligible compared with 
production west of the Mississippi river, 
the price-making agency needs it. There- 
fore, when the oil failed to come to mar- 
ket as freely at $3 a barrel as it did at 
$6.10 a barrel, the Seep Purchasing 
Agency realized a -tactical market error 
had been made and hastened to minimize 
the effect by adding 50 cents a barrel. 


Sl! Plenty of Oil 
Considerable quantities of crude oil is 
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being run to storage tanks because re- 
fineries and marketers are finding less de- 
mand for refined oil. Various estimates 
place the quantity going into storage at 
from 50,000 to 80,000 barrels daily, with 
drilling somewhat restricted. The refined 
oil trade expected the usual increased con- 
sumption of gasoline during the summer 
and had been preparing for it by adding to 
stocks, which caused a slight advance in 
gasoline quotations in Mid-Continent ter- 
ritory, where approximately three-fourths 
of it originates. The drastic cut of 3 
and 4 cents a gallon in eleven states with 
its accompanying cut in crude, is quite 
a jolt and has left the trade up in the 
air. The Standard Oil Co. has been the 
price arbiter of petroleum for nearly half 
a century, notwithstanding the fact that 
its control of the crude supply has notice- 
ably weakened in the last eight years and 
many active competing organizations have 
become strongly entrenched. Probably the 
habit of following the big concern’s prices 
has become constitutional now. In any 
event, the petroleum trade readily follows 
Standard quotations up or down with lit- 
tlc hesitation, rather regardless of supply 
and demand and the usual commercial rea- 
sons for advancing and declining prices 
and market reactions. 

There is an abundance of crude oil as 
raw material and of gasoline as manufac- 
tured product—an industrial fact that 
these whimsical, abrupt and widely scat- 
tered price fluctuations in no wise change, 
neither do they add to nor detract from 
normal production and consumption. 
They do, however, cause uneasiness, if 
not anxiety, and add to the embarrassment 
of existing depression, for their erratic 
injection into the trade makes it difficult 
to provide a counter-irritant. On the face 
of the returns it is natural to infer that 
if Pennsylvania crude advance half a dol- 
lar Mid-Continent crude should similarly 
advance; if gasoline in the eleven states 
tributary to Chicago declines 3 and 4 cents 
a gallon consistency dictates that gasoline 
in the states tributary to New York ought 
to decline. The petroleum trade, seem- 
ingly, is immune against ordinary indus- 
trial and commercial rules. 


Poor Team Work 


It appears that lack of correlation on 
the part of operators and government 
agents is largely responsible for the un- 
certainty and embarrassment complained 
about in the petroleum trade, excepting 
the war effects that embarrass all industry. 


Technologists and the heads of leading 
oil organizations have been unremitting 
for several years in trying to impress 
the oil industry and the public with the 
theory that crude petroleum is alarm- 
ingly scarce and that the conservation 
of gasoline and higher prices for it were 
not only inevitable but immediately 
necessary. The trade and the public 
religiously believed this theory until 
the middle of December last, when, 
without warning, the principal pipe line 
organization announced that so much 
crude oil was being produced that 
only about half of it would in 
the future be purchased and piped. 
The same week that this announcement 
was made the executive head of the same 
organization group stated that crude oil 
was so alarmingly scarce that accelerated 
drilling must be resorted to. The chief of 
the government’s petroleum bureau added 
his warning to the cumulating predictions 
of petroleum famine. Six weeks later, 
crude oil quotations were cut exactly in 
two, and a little later a nickel was taken 
off gasoline quotations. Now 3 and 4 
cents more are taken off gasoline and 50 
cents added to Pennsylvania crude. About 
the mildest criticism possible in these cir- 
cumstances is that there is poor team work 
—the persons who do know should talk it 
over with those who don’t know. 

Oil stocks have held steady and reason- 
ably strong during all the declining fluc- 
tuations of most other securities, having 
rested on productive merit and are en- 
titled to advance, as the market is com- 
monly supported, for the petroleum indus- 
try is fundamentally and tactically strong. 
Erratic manipulation of prices for crude 
and refined oils may have a tendency to 
weaken the market for oil shares, but not 
to any noticeable degree or for a long 
period. When analyzed it appears that a 
50-cent advance in Pennsylvania crude may 
serve as an excuse to hold gasoline quo- 
tations in Atlantic territory at present 
levels, while a 4-cent cut in gasoline prices 
in Mid-Continent territory may serve as 
reason for lowering the price for crude oil 
in that territory. 


Governmental Economy 

Secretary of the Interior Fall is fol- 
lowing the precedent established by the 
Wilson administration in offering petro- 
leum reserves for development, and will 
sell oil leases in Wyoming to the highest 
bidder, The Salt Creek district is show- 
ing extensions as existing leases are 
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drilled, indicating possibilities for new 
production. The government proposes to 
profit by the exploration of individuals 
by encouraging the speculative instinct of 
other citizens via the bidding route. After 
six years of experimenting in the Osage 
Indian Reservation in Oklahoma, govern- 
ment agents have learned that a good 
auctioneer, aided by the enthusiasm of 
competitive bidders, can secure much 
higher prices for undeveloped and wildcat 
acreage than by any other method. Con- 
siderable acreage will be sold in the Salt 
Creek district, Wyoming, soon. As fast 
as individual operators prove other acre- 
age the government will kindly invite other 
speculating citizens to sit in and raise the 
“ante.” The same policy will be pursued 
in some of the California, Montana and 
other possible oil-bearing tracts owned or 
controlled by the government. It is a 
very lucrative policy, for the government, 
but adds considerably to the cost to the 
consumer. 

In 1920, three auction sales of Osage 
leases netted something more than twelve 
million dollars, which was disbursed pro 
rata among 2,230 Osage Indians, each 
tribal member receiving $18,400 from the 
“pot.” It certainly pays to be an Osage 
Indian. Another Osage auction sale is 
due, but the unexpected slump in crude 
oil prices and slackening of demand for 
refined oils has apparently disturbed the 
plans at Washington. The principality of 
Monaco no longer holds a monopoly of 
gaming, for the statesmen at Washington 
have established another Monte Carlo in 
the Osage Indian reservation that is very 
popular with petroleum speculators, and 
Wyoming is about to be joined to the cir- 
cuit. Any citizen of steady nerve has the 
privilege of offering a million dollars for 
160 acres of sagebrush. The record to 
date is $600,000 for 160 acres, two Osage 
leases having sold for that price. Neither 
tract has yet paid out, and neither is 
likely to. 


A Guessing Contest 


Shipments of oil from Mexico in March 
were less than in February by about a 
million barrels, the March total being 15,- 
579,454 barrels and February 16,670,688 
barrels, February shipments were 1,810,- 
458 barrels less than in January. Official 
figures for April are not yet available, but 
they will not, it is believed, exceed the 
March total and may fall below. The 
decline is more attributable to slack de- 
mand than to any other cause, the de- 
mand for Mexican oil shrinking about the 
same as the demand for the domestic 
product, or as the demand for all products 
has ‘shrunk. 

President Doheny and Vice-President 
Wylie of the Mexican Petroleum Cor- 
poration, have both issued very optimistic 
statements within the week denying that 
salt water has lessened production from 
their properties. When Ralph Arnold 
told the world a while ago that Mexican 
production would have passed its top 
within six months and by the end of 1922 
would have practically ceased, he started 
a big guessing contest as to Mexico’s oil 
possibilities. The Mex. Pet. officials 
plainly say that Mr. Arnold’s statement is 
one man’s opinion based on conjecture 
about conditions below the earth’s surface. 
That is undoubtedly true, just as Presi- 
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dent Doheny’s statement is conjectural. 
An optimist is more popular than a pes- 
simist, so Mr. Arnold is on the short end. 

During the last two weeks salt water 
and dry holes have outnumbered oil wells 
in the list of completions; but that occa- 
sionally happens in other oil fields and is 
not at all conclusive. The Tidemex com- 
pany (Tide Water Oil Co.) completed a 
40,000-barrel well, the best recent com- 
pletion in Mexico, on lot 191, Amatlan 
district, and other wells are drilling as off- 
sets that should be about as good. The 
Agwi company completed a small well and 
has several others due, its three best pro- 
ducers still going good long after they 
were touted to go bad. The Panuco dis- 
trict to the north, or heavy-oil territory, 
seems to be on the decline. Panuco oil 
sells for 65 cents a barrel and south-end 
oil at Tuxpam brings $1.25 a barrel, with 
$1.30 offered by some buyers. Very little 
new production gets by the ten principal 
buyers. 


In March, for the first time, the Free- 
port (Sinclair) company is listed in the 
more than a million barrels a month class, 
while the Island Oil & Transport Co. 
dropped from considerably more than a 
million barrels a month to about half a 
million barrels in March, practicallly all 
purchased. The several companies con- 
trolled by the Dutch-Shell syndicate are 
now the largest producers by a shade in 
Mexico, although Mexican Petroleum 
shipments exceeded theirs by a few thou- 
sand barrels in March. For nearly a year 


_ Mexican Petroleum shipments have in- 


cluded about half purchased oil. Standard 
Oil Co. shipments consist of largely pur- 
chased oil. 


Other Foreign Fields 


The final adoption of the Colombian 
treaty and payment of $25,000,000 for ter- 
ritory absorbed for the Panama Canal 
will have little if any effect upon the for- 
tunes of American operators there. Only 
three actual concessions for oil have ever 
been granted by Colombia, such acreage 
as is claimed by other operators having 
been acquired by negotiations with indi- 
vidual holders. Colombia, like the United 
States and every other nation, reserves all 
petroleum and permits exploitation of ter- 
ritory only under government permits and 
regulations. 


hard to meet as those in force in the 
United States, but the presumption runs 
that actual development will follow the 
approval of leases. 

Cargoes of crude oil from Persia are 
now arriving at Swansea, England, for the 
new refinery just put in operation by the 
Anglo-Persian Oil Co. The Anglo-Per- 
sian Oil Co. is controlled by the British 
government and is being continually 
strengthened and expanded. It holds a 
concession from what by courtesy is 
termed the Persian government covering 
practically all oil-bearing land in Persia, 
where 40,000-barrel wells are found. Pro- 
duction in Persia in 1920 was approxi- 
mately 12,000,000 barrels and can be 
greatly increased whenever transportation 
facilities demand it. Mesopotamia, ad- 
joining Persia on the west, and for the 
exploration and exploitation rights of 
which our government is fussing with 
Great Britain, has never been tested for 
petroleum and may be wholly barren of 
oil. as it nearly is of most everything else. 


Stock Market Echo 


The purchase by the Tidal Oil Co. of 
stock control of the Guffey-Gillespie Oil 
Co. for $3,200,000 is an echo of the recent 
flurry involving the “Agwi” Steamship 
Co. Joseph F. Guffey, president of the 
Atlantic Gulf Oil. Corporation, a control- 
ling interest in the stock of which is held 
by the steamship company, it is under- 
stood, was forced to hypothecate shares 
of the Guffey-Gillespie company, as was 
his partner, Gillespie. By taking over 
these shares and assuming the company’s 
indebtedness the Tidal company secures 
an excellent production in Oklahoma, 
Kansas, Texas and considerable good- 
looking acreage in Colombia, South 
America. The Atlantic Gulf Oil Corpora- 
tion, with about 10,000 acres of leases and 
almost as much production as any other 
company in Mexico, has been very success- 
ful, having paid out the entire development 
investment, with some surplus. Unfor- 
tunate and misjudged investments in out- 
side stuff brought disaster and embarrass- 
ment to individual members of the affili- 
ated companies, but the oil company 
proper has carried the load so far safely 
and is able to go much farther. The oil 
business is a very dependable pack-horse 


These regulations are not asfor many financial explorers. 





Simms Petroleum 


Annual Report Forecast—Company in Strong Position 


THE publication of a synopsis of the 
report of the Simms Petroleum Cor- 
poration, coupled with the advance in trad- 
ing quotations of its shares, is predicate 
for a review of corporation assets and 
merit. A rise of 43% points in as many 
days—from 7% to 12%4—from a low not 
long since of $6.50 after a high of $73 
soon after organization of the corporation 
in 1919, perhaps needs a little explanation 
before that portion of the trading public 
that paid the admission fee modifies its 
suspicion. A year ago the corporation 
management was adjusted, having slipped 


an eccentric, and since then results have 
been eminently satisfactory. No petro- 
leum corporation is now in better shape 
and position than Simms. 

The annual report, to be issued any day, 
will show a deficit of approximately $2,000,- 
000 resulting from depletion, depression 
and abandonment charges, after itemizing 
operating profits of $1,400,000. As a 
quotient this result of bookkeeping industry 
is wholly unsatisfactory and depressing, 
and,in the light of actual facts, meaningless. 

Beginning with an authorized issue of 
1,000,000 shares of no par value, Simms 
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has issued 728,540 shares. On December 
31 last, the working capital was $5,600,000, 
of which $3,700,000 was in cash or call 
loans, establishing a value of just about $8 
a share. Depletion, depression and aban- 
donment of development work and proper- 
ties were entered in the ledger as of $3,- 
400,000, wiping out the operating profits 
during 1920 of 51,400,000, leaving the 
$2,000,000 deficit the bookkeepers set down 
in red. Sounds bad. What actually hap- 
pened out in the fields and in the execu- 
tive office—which bookkeepers have a very 
depressing habit of leaving out or mini- 
mizing, if things are going good, or of 
sometimes stressing enthusiastically if 
things are going bad—reformed that deficit 
into cash and quick assets values of be- 
. tween $7 and $8 a share, dollar for dollar. 

Since January 1, 1921, sufficient cash 
from the treasury has been used to pur- 
chase an interest in the Rowe producing 
property in the Homer field, Claiborne 
parish, Louisiana, and an interest in the 
Frost properties adjacent, the production 
from which added to the original Simms 
producing acreage at Homer averaged in 
1920 approximately 3,000 barrels daily 
with little or no additional drilling of new 
wells. The Link Oil Co. acreage in 
Stephens county, Texas, was also pur- 
chased for about $1,000,000, $300,000 cash 
and remainder in oil. On this acreage the 
last well completed in April had an initial 
production of 700 barrels, giving a total 
daily production there of around 1,400 
barrels, On April 17, Simms Oil Co. 
production was 3,775 barrels, on the 2ist, 
4,014 barrels; 22d, 4,431 barrels; on the 
23d, 3,981 barrels, from the Stephens 
county increase and an increase of 250 
barrels daily from the Rowe property at 
Homer. Necessary drilling of offset wells 
to those of other operators will hold or 
possibly increase this daily average for a 
time. 

The Simms company owns a steel tank 
farm near the Homer field in North Loui- 
siana having a storage capacity of 800,000 
barrels, to which its Homer production is 
being run through its own pipe line. 
There is now about 400,000 barrels of oil 
held in steel storage. Last fall Simms 
sold 500,000 barrels of crude oil from 
these storage tanks at $3.45 a barrel, real- 
izing $1,728,000. Beginning last January 
crude oil quotations have been reduced 
from $3.50 in Mid-Continent territory to 
$1.50, creating the “depression” so touch- 
ingly referred to now by many “best 
minds” outside of oil operations. By stor- 
ing part of its oil as produced Simms will 
realize more cash later, being happily sit- 
uated as to pipe lines and storage tanks. 
Simms has a fleet of several hundred tank 
cars—now mostly parked on railroad sid- 
ings near the tank farm—that may be 
advantageously used as occasion offers. 

Of the something more than 400,000 
acres of oil leases held by Simms in twenty 
Texas counties the greater part, it must 
be admitted, has little actual or potential 
cash value and may be eliminated without 
detracting from the merits of the com- 
pany as a producer and successful going 
concern. Enough good acreage is held 
to maintain present production and to in- 
crease it whenever adjacent development 
requires offset drilling by the company. 
Stock selling promoters make worthless 
wildcat acreage worth millions on paper, 
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and get away with it temporarily. It isn’t 
necessary to attach fictitious values to 
worthless acreage to find real values in 
Simms Petroleum Corporation, fortu- 
nately for shareholders. It wasn’t neces- 
sary, at the outset, to fix the high trading 
price for Simms shares, as the resulting 
loss and depression abundantly demon- 
strate. It is comparatively easy to invoice 
oil properties, therefore fictitious values 
do not last long. 

Accepting as unquestioned, because 
demonstrable, the cash and quick-turn value 
of $8 a share for Simms, other tangible 
assets that can be invoiced at actual worth 
in the market consist of a daily produc- 
tion of 4,000 barrels, much of it practi- 
cally settled, worth approximately $1,500 
per barrel, or around $6,000,000, including 
immediately attached acreage. Tank cars, 
pipe lines, lease equipment, leases and mis- 
cellaneous items represent an uninflated 
value of approximately $3,000,000. 
These items,.added to the cash and 
quick-turn assets, form a total of $14,- 
000,000 to $15,000,000 that represents 
the conservatively invoiceable capital 
assets of Simms Petroleum Corporation, 
or about $20 a share as a going concern. 

Those who hold the stock at her 
prices should now buy enough to reduce 
their average cost to $15. 

The management is good and the corpor- 
ation is so comfortably situated as to 


cash and resources in this period of defla- 
tion and embarrassment that it has rather 
exceptional interest. The writer is not 
much given to “potential” valuation, one 
of the reasons for not playing that string 
having just been handed an unsuspecting 
petroleum public in the form of a 3 to 
4-cent cut in gasoline and a 25-cent cut in 
crude oil in the four states of Oklahoma, 
Kansas, Texas and Louisiana—known as 
the Mid-Continent field—forming the ter- 
ritory in which the company operates. 

In arriving at the tangible value 
of Simms shares these “fluctuations” and 
contingencies have been given considera- 
tion, the Knox resolution having paved 
the way toward a detour in avoidance of 
the freight wreck ahead. 

The losses sustained by speculators in 
Simms shares during the boom quite 
naturally were unpleasant but by minim- 
izing the ancient history and carefully 
analyzing tangible values, there is ground 
for a market price of $18 or $20. Suc- 
cessful aviation is not so much dependent 
upon the take-off as it is upon the land- 
ing-place—a suggestion that will apply to 
other legitimate and successful oil com- 
panies, the number of which is greater 
than many speculators believe. Legiti- 
mate oil securities have held their own 
quite as well as have those of other lines, 
Simms having been mentioned to empha- 
size the broad statement.—vol. 25, p. 407. 





Sinclair Consolidated 


Position Much Improved—Company Now a Really Great Oil 
Concern—Values Chiefly in Refining and Marketing Facilities 


A RECENT article in a well-known 
financial publication, in which the 
writer assigns an asset value of $60 per 
share to the 3,909,944 outstanding shares 
of common stock of no par value, may be 


somewhat overdrawn. Nevertheless, it 
contains a considerable basis of truth—so 
much, in fact, as to warrant the conclu- 
sion that the recent quotation of $27 a 
share for the stock is considerably below 
the intrinsic value thereof. 

The various properties of the corpora- 
tion certainly have great value, with its 
numerous oil wells and large refining 
plants, its extensive pipe lines, marine 
fleets, and a wide-spread marketing or- 
ganization. The earnings of these proper- 
ties are large enough to provide a tre- 
meéndous working capital which is being 
maintained steadily by the natural ex- 
pansion of the organization in every divi- 
sion of the company’s activities. 

One strong point to be remembered in 
this connection is that Sinclair, in the 
period of the last four years, has spent a 
great part of its present issued capital in 
the purchase of properties and construc- 
tion work to bring all together into a pro- 
ducing whole. Some duplication has re- 
sulted and it is probable that rather ex- 
cessive prices were paid for certain pur- 
chased properties. But now that all 
have been welded together, they form 
a really great oil company, and one that 
has a large potential earning capacity 
that will not shrink or deteriorate in a 
financial sense, that is, in times of de- 
pression. 


President Sinclair’s policy always has 
been to raise sufficient cash to purchase 
at once properties that appear to have an 
increasing value as a going concern, and 
then operate them until they pay back the 
criginal investment within five years. 
Some of the foremost oil men of the coun- 
try originally contended that the scheme 
was impracticable and could not succeed 
pointing to the slow growth of the Stand- 
ard Oil Co. during the half century of 
expansion solely through its own profits 
and accretions. That President Sinclair 
had a broader vision of the future oil in- 
dustry than some of those who have been 
directing the affairs of the Standard Oil 
organization, is now quite obvious, visu- 
alizing the two organizations as they stand 
today and are weighed in financial scales, 
One of the best evidences of this is the 
action of the Standard Oil organization 
itself in doing practically the same thing 
that Mr. Sinclair did, and which, four 
years ago, the Standard Oil people said 
could not be done successfully. At any 
rate, the corporation has been remarkably 
successful, all things considered, for it 
can show working capital sufficient to 
cover all of its debts and obligations, leav- 
ing its properties to represent the nearly 
4,000,000 shares now outstanding. And 
yet the foundation of the company’s suc+ 
cess is not to be found in its two thousand 
oil wells in the United States, nor in its 
several oil gushers in the Mexican fields. 
It rests fundamentally on its pipe lines, 
refineries and marketing facilities, includ- 

(Continued on page 49) 
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Bonds and Stocks 


Getting Behind Our Utilities 


Nation-Wide Campaign Improving Relations Between Electrical Utilities and the Public — Both 
Companies and the People 


the Electrical Industry 


Learning Things About Each Other— The Future of 


By ARTHUR E. ALLEN, Manager, N. Y. Office, Westinghouse Electric & Manufacturing Co. 


EDITOR’S NOTE: The tendency toward closer co-operation between the electrical utilities and the public they serve 
is becoming more and more pronounced. As the development proceeds, it is bound to exert a favorable effect upon the 
earnings of companies in this class which will. in turn, be reflected in the prices of their securities. We are pleased to 
print this exclusive article, revealing as it does the frankly constructive attitude the corporations take toward the movement. 


taking place in American industry 

is the improvement in the relations 
between the electrical utilities and the gen- 
eral public. The utilities have come to 
realize the broad obligations that they owe 
to the public; the public is beginning to 
appreciate the immense value of the 
utilities; and in consequence, mutual mis- 
understandings and friction are giving way 
to a spirit of cordial co-operation. This 
change is of importance to both the elec- 
trical industry and the nation at large. To 
the industry, it means that the way is 
being opened for systematic expansion ; to 
the nation, it means more rapid progress 
in all directions for, as will be shown 
later on, an ample supply of electric power 
is essential to the advancement of almost 
every branch of industrial activity. 

As undoubtedly every reader of this 
Magazine is well aware, the status of 
the electrical utilities has not been en- 
tirely satisfactory during the past few 
years. Caught between the Scylla of 
fixed rates and the Charybdis of rapidly 
rising costs, they found themselves ina 
very serious position. Not only did it 
become necessary to stop extensions and 
reduce or pass dividends, but in many cases 
it was impossible to meet expenses and 
avoid receiverships. And, of course, new 
financing became most difficult. This con- 
dition affected the whole electrical industry 
adversely, but in addition and of much 
greater consequence, it deprived thousands 
of electric service. One large electric 
utility had, for example, unfillable orders 
on its books for over a hundred thousand 
horsepower; and in many localities it is 
impossible to get service to new houses. 

There have been many reasons,—in- 
dustrial, legal, financial, and political— 
for this situation; but peg? final 
analysis, they all appear to juced 
to a single fundamental one—the lack 
of thorough understanding of the prob- 
lems of the electrical industry by the 


public, and uently, the lack of a 
sympathetic attituse toward them. Un- 


questionably, the electrical public utilities 
for MAY 14, 1921 


QO ix of the important changes now 


are to a large extent responsible for this 
igrorance on the part of the public of 
their present problems and necessities. 
There is an art of dealing with the pub- 
lic—an art that is learned only by years 
of experience. Among the best exponents 
of this art are the inheritors of the tra- 
ditions of generations, such as depart- 
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ment stores and the “chain” merchandis- 
ing shops. The electrical utilities being 
young (the industry is barely thirty years 
old) and having an entirely unique busi- 
ness with no precedents whatever, have 
naturally not been adepts in this art. 


The Chief Obstacle to Popularizing the 
Electrics 
The chief obstacle in the path of these 


utilities in trying to create a better public 
understanding has been that electricity 
itself is to many a profound mystery. 
With the cracker-baking industry, for ex- 
ample, there is nothing mysterious. Its 
processes, raw materials, and labor condi- 
tions are well known to everyone. Its 
product is familiar, tangible and ponder- 
able. Its costs, production, profits and 
possibilities can be readily explained to 
financiers and bankers. If a company en- 
gaged in this line gets into difficulties, a 
few words of explanation, in a language 
that everyone can understand, makes the 
situation clear, and thus readjustments are 
comparatively easy. 

But not so with the electrical industry. 
Here the product is invisible energy. It 
is made in a way incomprehensible to 
almost everyone and at places that few 
people ever see. People know that all 
they need to do when they want to use 
electricity is to press a button. But what 
it is that lies behind that button, most 
people neither know nor care. 

The upshot of all this is that the 
troubles of the public utilities mean noth- 
ing to the average person. He assumes 
that all there is to electricity is to run a 
wire and turn a sWitch; and if anyone 
has the temerity to ask for higher rates 
for this simple service, why, turn loose 
the wrath of politics and journalism on 
him! 

This situation is, however, now begin- 
ning to be rectified. The electrical 
utilities realize that they must not only 
serve the public, but must also let the 
public know how it is being served and 
what must be done to get better and 
more extensive service. Consequently, 
the whole industry is organizing itself 
through the National Electric Light Asso- 
ciation and other electrical organizations 
to dispel the mystery that surrounds elec- 
tricity and enlighten the people as to what 
does lie behind the electric button. The 
work is being done both nationally and 
locally. Advertisements calling attention to 
some of the most pressing of electrical 
problems are now appearing in the gen- 
eral magazines, while the various electric 
companies are conducting intensive cam- 
paigns in their own territories by means of 
newspaper, direct-by-mail and other forms 
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ot publicity; much of this publicity is 
properly addressed to the building up of 
good will and a better understanding on 
the part of the public as to the problems 
confronting the industry. In addition, the 
employes of the companies are being them- 
selves educated in the broader aspects of 
their industry’s work, so that they can 
pass this information on to their friends 
and neighbors. 


Points Being Cleared Up 


Among the special points that are being 
covered in this campaign of enlighten- 
ment are the meaning of kilowatt and kil- 
owatt-hour ; the apparatus needed to supply 
electric energy at the point of consump- 
tion; the relation of the cost of elec- 
tricity to the cost of coal; the relation 
between average income and the total in- 
vestment; the large amount of reserve, 
and usually idle, machinery required in 
order to handle peak loads; and the neces- 
sity of having satisfactory profits from 
the sale of current in order to obtain funds 
so that good service can be maintained 
and extensions made. 

Another line of endeavor that is being 
carried out successfully by some com- 
panies is the selling of their securities 
directly to their own consumers, and to 
their employes. This is not only helping 
the companies financially, but by thus in- 
viting investigation and interest, is going 
far toward spreading general knowledge 
of the basic facts of electric power gen- 
eration and transmission. 

The good results of this program are 
already apparent. Once the thinking 
majority in a community really appre- 
ciates the true value of electric service 
and the conditions under which this 
service must be supplied, it invariably 
gets behind the utility corporation and 
does its utmost for its advancement. 

Similarly, and reciprocally, the utilities 
themselves are learning of many things to 
do that they have left undone and of many 
things they have done that should be 
stopped. This is also effective in creating 
good will. 

Perhaps the best examples of this change 
in feeling through better information are 
found among the Public Utility Com- 
missioners of the various States. When 
these officials were first appointed (about 
fifteen years ago, generally speaking) in 
response to a genuine need for the super- 
vision of electric operations, they were 
almost to a man ignorant of electrical mat- 
ters, autocratic, and: fundamentally “anti- 
corporation.” Today, these men, in many 
cases the same individuals, are the best 
friends of the electrical utilities we have. 
They have studied the electrical situation 
with great care, and their many investi- 
gations, often begun with the hope of 
proving the utilities guilty of a long cata- 
logue of crimes and. misdemeanors, proved 
to themselves the necessity of assisting 
the utilities in every proper and lawful 
manner for the good of the whole nation. 


The Growing Demands for Electricity 


Were this incident connected with any 
other industry (except perhaps transpor- 
tation) it would have to be passed by as 
too trivial for general consideration. But 
under the circumstances it is by no means 
trivial, for without the whole-hearted 
support of the American people the 
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electrical utilities cannot develop, and 
unless the electrical utilites do develop, 
American progress will cease. 

This last statement may seem to be 
overdrawn, but it is not. It is, in fact, 
almost impossible to exaggerate the im- 
portance of an ample supply of electric 
current to the coming generation. Almost 
every industry is now, or is becoming, de- 
pendent upon it. 

In railroading, electric operation is now 
generally conceded to be the best solution 
of some of our most important transpor- 
tation problems, and plans for the elec- 
trification of a number of our more im- 
portant lines are now well under way. 

In urban transportation, the electric 
railway has clearly demonstrated that it 
cannot be superseded by any other form 
of conveyance. 

In marine transportation, it has been 
shown that the use of electric power for 
propulsion and for operating the ship’s 
auxiliary machinery will greatly reduce 
costs and improve the all-around efficiency 
of the ship, so that its general adoption 
for our merchant marine is to be con- 
sidered certain if our ships are to com- 
pete with those of other nations. 

In manufacturing, experience has long 
since proved conclusively that the electric 
motor is the most satisfactory drive for 
aimost every kind of machinery, and prac- 
tically all new factories are electrically 
operated, and the existing ones rapidly 
installing electric drive. 

In mining, both for coal and metals, 
electricity has already displaced every 
other form of power for general use. 

In agriculture, electricity, when it is 
available, is solving the most serious of 
the farmer’s living and labor problems. It 
is the chief factor in making irrigation 
possible in our arid but largely fertile 
regions of the West; and, it will in the 
near future be the means of producing 
an abundant supply of fertilizer. 

In the home, it is being rapidly applied 
to all household tasks, such as sweeping, 
sewing, refrigeration, washing, ironing, 
etc., and will in a short time be in general 
use for cooking, and perhaps also for 
heating. 

In the fields of illumination and com- 
munication, electricity knows no rivals. 


Unusual Potentialities of the Industry 


Consider for a moment the two charts 
accompanying this article, which show the 
past and estimated future power in two 
districts of the United States. The curve 
“Power Demand in New York City” was 
projected from figures supplied by Wil- 
liam Barclay Parsons. That for “Power 
Demand in Pittsburgh District” from 
figures contained in a report to the Sec- 
retary of War, compiled by Capt. L. A. 
Whitsit, U. S. A., and Frederick Darling- 
ton, consulting engineer. Where is there 
another industry that can confidently look 
forward to an increase of from 100 to 400 
per cent in the next ten years? 

With the dawn of an era of better 
understanding between the public and the 
utilities, we will unquestionably see, 
during the next decade, an expansion by 
the electrical utilities of this country which 
even the most optimistic today would hesi- 
tate to predict. 





CURRENT FINANCING ON 
BROAD SCALE 
(Continued from page 21) 











Prove to be an attractive investment me- 
dium for the funds of both the large and 
small buyer. 


GOODYEAR T. & RUBBER 20-YEAR 8s 


This company has sold an issue of $30,- 
000,000 first mortgage 8% sinking fund 
gold bonds, due in 1941. The bonds are 
outstanding under a closed mortgage and 
will be specifically secured by a first mort- 
gage lien upon all the fixed assets of the 
Goodyear Tire & Rubber Company to- 
gether with pledge of stocks of subsidiary 
corporations. The mortgage provides that 
the company shall always maintain net 
current assets equal to at least 125% of 
the amount of outstanding bonds. 

Under the indenture the company is re- 
quired to provide a sinking fund to retire 
$750,000 of the bonds each six months be- 
ginning November 1, 1921, by drawing by 
lot, at 120 and interest. This provision 
gives the investor an exceptionally attrac- 
tive premium which cannot be equaled by 
any other of the recent issues. The semi- 
annual drawings will naturally serve to 
induce a certain amount of speculative 
buying and these purchases will tend to 
hold up the market price of the bonds. 

Public offering of the issue was made at 
99 and interest. The income return, 
therefore, on these bonds will range from 
50% down to 8.50%, depending upon when 
the bond is called for payment. If the 
investor should be so fortunate as to have 
his bond drawn on November 1: next, he 
would receive $124 for his bond, represent- 
ing the $21 premium and the $4 coupon. 
This would give him an income of $25 
for the half-year period, which is at a 
rate annually of more than 50%. On the 
last $750,000 the return to the investor 
would be 8.50%. In view of this excep- 
tional return there is little doubt but that 
the bonds will continue to enjoy an active 
market. 

This piece of financing has been in 
preparation for some time and the basis 
on which it was accomplished has enabled 
the company to greatly strengthen its 
financial position. The financing will give 
the company $11,000,000 in cash. Net 
earnings available for interest and taxes 
for the twelve months to February 28, 
1922, are expected to be well above $10,- 
000,000. During the life of the bond issue, 
the management of the company, through 
the right to elect a majority of the board, 
will rest with three of the bankers. 





INFLATION AGAIN? 


What is to be done with the increasing 
gold supply? The answer is, nothing. If 
we listen to those who labor under the 
influence of discredited theories about the 
uncontrollable power of gold, we will 
simply involve ourselves in futile efforts to 
lift ourselves by our boot straps and give 
infinite pleasure to European economists, 
who believe that, by sending gold to this 
country to create inflation here, while they 
devote themselves to deflation at home, 
they can artificially correct the disparities 
in their exchanges. 


THE MAGAZINE OF WALL STREET 








Commonwealth Power, Railway & Light Co. 





Commonwealth’s Position Strengthening 


Recent Passing of Preferred Scrip Dividend Improves Financial Status—Dividend Earned by 
Good Margin—Company Serves Growing Field 


OMMONWEALTH Power Railway 

& Light was incorporated in 1910 for 

the purpose of acquiring the control 
of certain large public service enterprises 
operating in Michigan. Later on, other 
such properties were acquired in Lilinois, 
Indiana, Wisconsin and Ohio; until now, 
it is one of the largest and best known 
of the public utility holding corporations, 
and through its numerous constituent com- 
panies, owns and operates one of the most 
extensive public ytility systems in the 
United States. 

The importance of the territory served 
may be more fully appreciated when we 
look at the 1920 census figures, which show 
that the five states in which it operates 
have a combined population of more than 
21,000,000 or nearly one-fifth of the popu- 
lation of the entire country. 

The subsidiaries of the company have, 
for many years, been prime factors in the 
development and growth of the best ter- 
ritory served. The rapid industrial growth 
has steadily increased the demand for their 
service, and the gross business done has 
shown a large increase. It is a significant 
fact that Commonwealth’s gross business 
has shown:an increase every month year 
by year since August, 1915. The problems 
are not so much to find new business, but 
to find ways and means of taking care of 
the new business which this growing region 
is constantly bringing in. The chief fea- 
ture of the business in this territory is its 
diversity, and this diversity places behind 
the company’s operation a remarkable 
steadiness in demand. 

Holding Company’s Scrip Dividends 

The duties of a holding company are 
legion—one of the most important being to 
furnish the subsidiaries with capital to 
expand. When a corporation makes ex- 
tensions to its plants and properties by 
putting in additional facilities, it is usually 
allowed to bond these capital expenditures 
to 75% of their value. But who is to put 
up the other 25%? Right here is where 
the holding company has to step in. 

Unlike an industrial concern, a public 
utility corporation, as a rule, cannot afford 
to wait and make its extensions and de- 
velopments out of earnings. The require- 
ments are more economically and more 
satisfactorily met by new financing. It is 
becoming more clearly understood that in 
a utility like this, the system must extend 
with the growth of the community in 
order to provide proper service. 

However, if the earnings derived from 
operations are not ultimately sufficient to 
make up the 25% of new funds with which 
the holding company has provided its sub- 
sidiary, then the parent organization is 
placed in an embarrassing situation, not 
because there is no security behind the 
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loan, but because its working capital has 
been depleted. 

This, to a degree, is what happened to 
Commonwealth Power Railway and Light. 
The heavy demands made for service caused 
the subsidiaries to need more facilities, 
and the advances to these companies, 
owing to the increasing costs, were not 
readily paid back because of inadequate 
earnings. 

The company expected these conditions 
to be remedied by increase in rates and 
also by being able to fund part of its short 
term obligations. As a result of the stead- 
ily increasing operating costs and the diffi- 
culties encountered in new financing on 
account of the unfavorable conditions in 
the money market, the parent concern 
simply had to wait for conditions to 
change. To keep from depleting its work- 
ing capital further, it issued dividends on 
its cumulative preferred in scrip. 
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The impression should not be gotten 
that these preferred dividends were not 
earned, because they were earned by a 
wide margin in every year except 1918, 
when there was a small deficit of about 
$126,000 after paying such preferred 
dividends. 

This scrip, however, is a definite obliga- 
tion with a fixed maturity and rather than 
increase its floating indebtedness during 
the present period of readjustment, the 
directors recently deferred payment of the 
scrip dividend; but, as dividends are cumu- 
lative, stockholders can look forward with 
confidence that all accumulations will be 
met. 

While the general conditions which led 
to unprecedented high operating costs have 
continued over a period of years, it is 
not unreasonable to expect a readjustment 
in much less time. Present indications 


point to lower operating costs which should 
be reflected in the net earnings, and a 
marked improvement this year is already 
noticeable. These lower operating costs, 
together with improvement in general 
financial and market conditions, should, 
in the not distant future, enable the 
company to formulate a plan for the 
liquidation of both its floating indebted- 
ness and its short term obligations. 


Distribution of Business 

The most important subsidiary of the 
company is the Consumers Power Com- 
pany, and the parent organization owns all 
of the outstanding common stock except 
directors’ qualifying shares. This subsidi- 
ary operates electric light, power apd gas 
plants in the Eastern, Southern, South 
Central and Western parts of the lower 
peninsular of Michigan. Its territory rep- 
resents more than 24,000 square miles of 
the richest agricultural and most progres- 
sive industrial area in all the State. 

The electric light and power business 
contributes about 90% of Consumers’ net 
earnings, the balance being derived princi- 
pally from gas operations. Of this elec- 
trical output, hydro-electric stations de- 
livered more than 50% in 1920, and almost 
two-thirds of these water-power properties 
have been installed since 1912, and the 
other properties are well designed, sub- 
stantially constructed and have been ade- 
quately maintained. 

Consumers Power Company virtually 
controls the water-power supplies of lower 
Michigan (which represents the industrial 
section of the State), and the develop- 
ment of these energy-producing resources 
is necessary to maintain the state’s com- 
mercial supremacy. 

While practically controlling this water- 
power, the company has thus far developed 
only about one-third of the amount avail- 
able. Its present electric generating capac- 
ity totals more than 200,000 horsepower, 
about one-half of which is hydro-electric 
and the other steam. The present plants 
and sites for future development are lo- 
cated principally on the Manistee and Au 
Sable Rivers, which have remarkably reg- 
ular stream flow, rendering unnecessary 
the construction of expensive storage res- 
ervoirs for regulating seasonal varia- 
tions. 


Other Subsidiaries 


Other important power and light com- 
panies in the Commonwealth group include 
Central Illinois Light Company, which sup- 
plies electricity for light and power as well 
as gas to thifty cities and towns in cen- 
tral Illinois radiating from Peoria; South- 
ern Indiana Gas & Electric Company, 
which owns and operates the electric light 
and power, gas, city railway and steam 
heating properties in Evansville, Indiana, 
and 32 miles of electric interurban road 

(Continued on page 61) 
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Common Sense in Speculation 


The Cycle of Business and Speculation—Is System Possible? 
By “MODERATO” 


HE chart reproduced herewith is a 
T facsimile of a very ancient document 

discovered in 1907 in a desk forty 
years old. It was sent to us by a sub- 
scriber who thought—and I agree with 
him—that it might interest our readers. I 
hope that those who take the trouble to 
examine it will be able to follow the 
nature of the forecasts it attempts. 

To be perfectly candid with our read- 
ers, the writer hopes that its publication 
will not lead to a lot of argumentative 
debate as to the “whys” and “wherefores” 
because there are some things about it the 
writer himself does not understand. The 
author of the chart has long since passed 
away, and “Moderato” does not. under- 
stand the ouija board: so obscure points 
will have to remain unexplained. 

The chart is an interesting attempt to 
prove or forecast the cycles of business, 
from depression to prosperity, and the 
reverse. In their wake, the stock market 
rises or falls with a kind of rough regu- 
larity. Beneath all this, most certainly 
are the laws of supply and demand; and 
the economic and physical law of action 
and reaction. 


The Fallacy of a “System” 


If anyone believes that a “system” is 
possible, this chart, apparently worked out 
on mathematical lines, almost disproves it. 
At times it assuredly hits some high and 
low spots, as for instance the year 1918, 
marked as the central zone of prosperity 
for the cycle 1911-1918. It could be 
argued with great plausibility that 1918 
was the center of 1914 to 1926, coming in 
the midst of pre-war, war, and post-war 
prosperity. However, 1918 was actually 
an accumulating year for the bull market 
of 1919 to follow. Never have we seen 
anywhere so strongly marked an indica- 
tion that 1918 was a year to buy and hold. 
Events have proven that 1919 was the 
year to sell out on. If the forecast was 
wrong as to 1918, are we to accept the 
rest merely by changing the dates? 

We present also a graphic showing the 
monthly averages from 1897 to 1920 in- 
clusive, and it will be observed again 
that the forecasts failed as to 1908 and 
1911. We had a rising market from the 
beginning of 1908 to the end of 1909, 
almost duplicating the action of the 1918- 
1919 markets ten years later. 1911 was an 
unsatisfactory year to do anything, as the 
actual “cycle” was not completed till the 
fall of 1912. 

If anyone believes in the 10-year cycles, 
evidence will be seen in the happenings of 
1908-1909, followed by the striking mar- 
kets of 1918-1919. Going back still further, 
we find corroboration by what took place 
in the following groups of years: 1904- 
1905 and 1914-1915. 

In these two periods, exactly ten years 
apart (herein confirming our old graph to 
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some extent) we find similar transitions 
from extreme gloom, pessimism and bear 
markets to old-fashioned rip-roaring bull 
markets. Very few periods indeed will be 
found to excel, in point of excitement, 
breadth, intensity, or vigor the rises ac- 
complished from the beginning of 1904 
to the end of 1905; or from the end of 
1914 to the end of 1915. 

Yet, with all these mystic symbols, and 
periods of 10 years occurring so often to 
mark duplication of previous happenings; 
in spite of history having repeated itself 
so regularly at 10-year intervals apart, the 
writer is skeptical on the subject of buying 
for the long pull and selling out with any 
recurrence of the cycles. 

I am prepared to admit that action is 
followed by reaction, prosperity by de- 
pression, and inflation by deflation. This 
series is called “Common Sense in Specu- 
lation” and it means just that. The specu- 
lator should remember that only death and 
taxes are certainties, and that too rigid 
an adherence to any system is likely to 
bring about its own undoing. 


——. —— 


Looking at the graphic of averages, one 
is impressed by the fact that omitting ex- 
treme tops and bottoms—which repre- 
sents nothing more nor less than the pen- 
dulum having swung too high or low, the 
broad trend of the United States is ever 
upward, and consequently its best securi- 
ties will continue to become more valuable 
as time goes on. This trend could only 
alter when the saturation point in most 
industries was approached. But this stage 
appears far too remote to be considered 
seriously. 

Possibility of System? 

I have drawn some parallel lines through 
the graph of averages indicating roughly 
the course of securities, omitting extreme 
tops and bottoms throughout the various 
speculative cycles of the past 25 years. 
Other methods have been attempted, to 
indicate bargain zones and selling points, 
but the writer finds the majority of them 
to be rather strained, to say the least. 
Applying common-sense only to the prob- 
lem—as it is hoped every problem in this 
series will be dealt with—it can be seen 
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that there has undoubtedly been a time to 
buy and a time to sell on very many 
occasions throughout the past quarter 
century. 

The lower line represents the “bargain 
zone,” and the upper line the danger area. 
There is some grim humor in the thought 
that if'anyone should have attempted to 
take this idea too literally, he might have 
gone broke or become disgusted by sell- 
ing General Motors too soon or too short, 
or buying Atlantic Gulf & West Indies 
too early. Here again, the broad basis of 
common sense must underlie every act. 
While the lines of “bargain” and “danger” 
seem pretty well defined, it must be ad- 
mitted that they would be disappointing at 
times, although on the whole entirely 
profitable to follow. 

The dangers of “system” and its falli- 
bilities are pointed out to guard the reader 
against the unexpected. It would have 
been a remarkable piece of foresight to 
have accumulated a long line of stocks out 
on the New York Curb at the tail-end of 


declines occurred even from that point, 
and although the method might have been 
right, the system would have been all 
wrong, because it would have taken the 
nerve of Steve Brodie and the bankroll of 
Rockefeller, Sr., to see the matter through. 

This brings the writer down to the 
thought he has in mind that it is always 
possible in case of doubt to take a posi- 
tion, partly as a speculator, partly as an 
investor in certain securities—preferably 
common stocks paying dividends—when- 
ever those securities are selling quite obvi- 
ously below value, and the whole market 
in general is below the bargain zone line 
as indicated in the graphic of averages. 

There have been eight tremendous op- 
portunities indicated in the past 25 years; 
or once in every 3 years on the average to 
buy big bargains. A similar number of 
selling opportunities occurred, making a 
total of 16 long pull speculative-investment 
trades, wherein the business of investment 
and speculation could have been combined 
in an ideal way. 

It may be objected that it is difficult to 
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find stocks suitable for the plan or “sys- 
tem.” The answer is: that is not a system, 
but a method. It is presented subject to its 
limitations and failings, but with regard 
for its possibilities if a large amount of 
common sense is injected. 

Many stocks have been suitable in the 
past; others will come forward in the 
future. To name only six, let me quote: 
Southern Pacific, Reading, U. S. Steel, 
American Sugar, American Car & Foun- 
dry, Western Union. These are the kind 
of stocks that cannot slide off the map, 
not as far into the future as I can see. 
The time will always come when they are 
too high, and by the law of reaction, the 
pendulum will swing out of line and they 
will again become ridiculously cheap. This 
is about as near to “systems” as I care to 
travel, and the whole discussion is in 
response to a request from ye worthy 
editor of this magazine that I discuss a 
certain old chart discovered in a distil- 
ler’s desk, moth-eaten from age, and still 
exhaling some of the pre-Volstead aroma 
of forbidden, but precious memory. 
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ing its steamships and tank cars. In 
other words, the company’s earning ca- 
pacity rests not so much on its produc- 
tion of crude oil as in its great refining 
and marketing facilities, which, after all, 
are the only dependable money earners. 

One source of anxiety, not only to the 
management, but to the large army of 
stockholders, is that which involves the 
maintenance of present production in Mex- 
ico. As is well known, the Mexican area 
from which production comes, is extreme- 
ly narrow and restricted, while salt water 
intrusion is an ever-present danger. 
Hence, it frequently is necessary to under- 
take rapid development of the limited 
acreage before the oil that directly rests 
on the water is exhausted. 

Another difficulty lies in the Mexican 
Government’s restrictions as to securing 
and prospecting new territory. As a re- 
sult, most operators in the Mexican fields 
are about eight years behind in their ex- 
ploration work, and to catch up with the 
delayed wildcatting it may be necessary 
to consume a great amount of time and 
much hard work to maintain present pro- 
duction. Of course, Sinclair Oil is not 
largely dependent upon the Mexican fields 
for its supply of crude oil. But there 
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can be little question that decreasing pro- 
duction in that field would have a mate- 
rial influence on the company’s earning 
capacity. 

The present price of the stock, name- 
ly about $27 a share, would seem to in- 
dicate that practically all the water 
which originally resided in the stock, 
has now been pretty fully squeezed out. 
There can be no question that the asset 
value back of the stock is much great- 
er than the present quoted price, al- 
though it may be questioned whether it 
is anywhere near $60 a share, as the 
writer above referred to maintains. 

The present price, at any rate, is a fair 
one, and those buying the stock at that 
figure are probably taking few chances. 
Eventually the stock should sell at mate- 
rially higher prices, although it is possible 
that it will be some years before the high 
price of 1919, above $67 a share—will be 
registered again.—vol. 27, p. 410. 





THE OUTLOOK IN CHILE 

The statistics of Chilean trade show 
that the market is not particularly large, 
but the possibilities are large. Such 
salesmen should go to Chile as are com- 
petent to determine the possibilities of 
the market and appraise credits. Recent 
financial difficulties have eliminated many 
firms which had not the capital to weather 
a falling market. The next few months 
will be a good time to make such con- 
nections. Then is the time when Chilean 


trade will be adjusting itself to the route 
which it is to follow henceforth. An 
open market may be expected with free 
competition from all industrial nations, 
so that American manufacturers will do 
well to place themselves in an advan- 
tageous position with respect to their con- 
nections and representation. 

How can American capital be invested 
in Chile to bring immediate returns and 
help in the economic development of the 
country so as to increase its absorptive 
power? Such constructive investments 
in Chile may be grouped into Government 
loans, municipal loans, and private en- 
gineering enterprises. 

Three railway projects have been dis- 
cussed for some time past, and will ma- 
terialize at some time, depending upon the 
call of public opinion and the availability 
of funds. Charles A. McQueen, Com- 
mercial Attache in San Diego, says that 
a railway from the Port of Antofagasta 
to the Argentine boundary connecting 
with a similar line to be built from the 
city of Salta in Argentina is urgently de- 
sired by persons who want to connect the 
nitrate region of Chile with the agricul- 
tural region of Northern Argentina. A 
railroad from San Diego to Valparaiso is 
needed. Another line connecting the 
south of Chile with Argentine is neces- 
sary. Mr. McQueen says that the gov- 
ernment would doubtless grant the con- 
struction of these roads to private en- 
terprises, guaranteeing a certain return 
on the investment. 
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INVESTMENT 


We offer the 742% 
bonds of one of the 
largest hydro-electric 
public utilities in 
this country. 

They are _ safe- 
guarded not only by 
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able physical prop- 
erties, but in addi- 
tion, every dollar's 
worth of these bonds 
is secured by an equal 
amount of Municipal 
Street Railway bonds 
issued by one of our 
largest cities. 


The issuing com- 
pany’s earnings have 
shown steady 
growth for many 
years and cover all 
interest charges 
with more than 
100% margin. 


These bonds have 
a liberal sinking 
fund to buy them 
back at a good profit 
to the holder, but 
they cannot be 
called by the sinking 
fund if the holder 
prefers to keep them 
for income,—a valu- 
able and  wnusual 
feature. 

Price 9714 and in- 
terest, yielding 
about 734% for 

twenty years. 
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dustrial situation. It may be expected 
to pave the way for general wage reduc- 
tions in practically all classes of industry, 
thereby bringing operating costs down so 
that prices in turn may be reduced to a 
point to induce greater buying, and con- 
sequently increased business activity. 
Fundamentally, this is one of the most 
constructive developments of the year from 
a business viewpoint. t 

It cannot be said that the recent action 
of the Steel Corporation in cutting prices 
has been very productive of new business, 
except in certain favored lines. The big 
company’s activities are still limited to ap- 
proximately 40% of capacity, with the in- 
dependents operating on about the same 
basis. Broadly, the steel industry does not 
present a very pleasant picture. Buying 
is still on a hand-to-mouth basis, with a 
great share of it dependent on such 
seasonal employments as automobile man- 
ufacture, canning and similar lines. The 
great basic steel lines such as rails and 
structural material, which normally absorb 
the greater part of steel mill activities are 
dormant, and it does not appear probable 
that they will show greater life until the 
fundamental factors which account for 
lessened railroad and building purchases 
have disappeared. 

Yet there is an underlying element of 
strength in the situation, and that consists 
of the fact that business activity, gener- 
ally speaking, seems on the upswing. This 
is inevitably bound to affect those lines of 
industrial activity which are normally im- 
portant consumers of steel products. 

At the present, a good share of mill 
operations is confined to filling orders for 
automobile manufacturers. Sheets are very 
active and the inflow of new sheet business 
is really remarkable, considering the com- 
paratively late start of the industry. The 
Ford interests are very heavy buyers, with 
General Motors not far behind in this re- 
spect. 

The pig iron market continues depressed, 
although of late there have been indica- 
tions of an impending revival. Consumers 
are generally waiting for a reduction in 
freight rates which is expected to result in 
lower pig iron costs. Statistically, pig 
iron is in a very strong position. The 
present rate of output is abnormally low, 
and while consumption is at a low ebb, 
stocks on hand are gradually being de- 
pleted. Eventually this must result in 
larger buying, especially if freight rates 
are reduced sufficiently to induce makers 
to quote lower prices. 

With coke hovering between $3 and $4, 
potential buyers of pig iron are holding 
back to see what effect this will have on 
the market. There is no question that with 
coke on a $3 basis, the price of pig iron 
would have to come down in proportion, 
if the 5 to 1 ratio is to continue. There 
are thus two possibilities: (1) a reduction 
in pig iron prices resulting from lower 
freight rates on the commodity, and (2) 
a cut in prices owing to lower coke quota- 
tions. Either one or both factors would 
result in lower prices and inasmuch as 
one of the two, if not indeed both, is 
bound to happen, it is fairly safe to 


prophesy a lower level for pig iron 
prices. 

American steel manufacturers are under 
the handicap of being compelled to meet 
active foreign competition under unfavor- 
able conditions. Belgium is particularly 
aggressive, and has taken away a number 
of important orders which could have been 
had by American interests if they showed 
a disposition to extend greater credit facil- 
ities. Analysis of export figures for March 
indicates a drastic decline in both amount 
and value of iron and steel exports. It 
hardly appears possible that anything can 
be done to change this situation unless 
our manufacturers arrange to grant credit 
on a larger scale than they are now doing. 
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Operations Cut in Half 


THE various machinery and implement 

trades are clearly showing the effects 
of the industria] depression and the un- 
favorable agricultural situation. Probably, 
on the average, none of these manufac- 
turers are operating at over 50% capacity 
and the outlook for the year does not hold 
out much hope for greater activity. 

The makers of agricultural machinery 
are perhaps in the most unfavorable sit- 
uation. Reports from various sections of 
the country indicate that buying varies 
from fair to poor. The Southern States 
are doing the least buying, with the Middle 
West not far behind. The East is prob- 
ably doing more buying of agricultural 
machinery than any other section. 

Agricultural machinery makers are 
laboring under the handicap of large stocks 
carried over from last year. Most com- 
panies last summer overestimated the 
potential demand, with the result that they 
piled up large inventories of manufactured 
goods. Additionally, the large amount of 
cancellations which poured in during the 
latter part of 1920 proved another burden 
which hit these companies very hard. | 

The tractor field is perhaps in the poorest 
condition. A large surplus is held in re- 
serve and some makers have discontinued 
the manufacture of these farm accessories. 
The general practice now is to reduce this 
surplus without entering into new manu- 
facture. The probabilities are that pro- 
duction of tractors will be comparatively 
small this year. 

The heavier lines of farm machinery are 
in better demand. A fair amount of orders 
are being booked, considering the present 
situation. Fortunately, the carry-over was 
not large and a relatively high degree of 
production must be maintained to meet the 
demand. In fact, this branch of the in- 
dustry is operating on a higher capacity 
ratio than any of the others. 

On the whole, it is apparent that the 
farmers are not enthusiastic about buying 
new machinery and implements. Their 
heavy losses have entailed a period of 
economy and the agricultural machinery 
makers are the sufferers thereby. It is not 
believed that there is any possibility of 
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stimulating this business this year, although 
some makers have cut prices to-an at- 
tractive basis, and these interests are re- 
signing themselves to the prospects for a 
poor season, 

The machinery and tool makers for in- 
dustrial purposes are in a somewhat better 
position on account of the slowly rising 
industrial “activity. Nevertheless, none of 
these are operating at much more than 
50% capacity. 

An unfavorable feature is that foreign 
interests are commencing to compete 

ctively with the American trade in our 
wn markets. Inasmuch as they are able to 
lay down their products even in interior 
cities at much lower prices than those at 
vhich our makers can afford to sell, the 
latter would obviously be at a great dis- 
advantage if imports were to come in on a 
large scale. Thus far only a_ limited 
.mount of these shipments have been re- 
eived so that the effect on American man- 
ufacturers as yet has not been pronounced. 
But it is a very important factor in the 
situation. It begins to appear that com- 
petition from abroad in our domestic 
markets will be more active than was 
thought likely some time ago, and there 
are possibilities that our machine and tool 
makers may bep laced at such a disadvan- 
tage that a high tariff wall may become 


necessary. 





SUGAR 








Depression Continues 


THE sugar industry is still in a very 

unsettled condition, with the compar- 
ative lack of demand, of course, the lead- 
ing factor in the situation. For a time 
following the end of January, it seemed 
possible that prices might rally sufficiently 
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to enable the various sugar interests to 
continue their operations on a profitable 
basis. This proved illusory, however, and 
the gain which was made by the end of 
the winter months has by this time been 
completely dissipated. 

It is merely another indication of how 
the “statistical” position of a commodity 
will finally exert its full effect. As pointed 
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out in these columns on previous occasions, 
the very large sugar stocks, both raw and 
refined, militate against higher prices. Not 
only is the carry-over from the last crop 
very heavy, but the demand is on a com- 
paratively small scale. This combination 
of factors naturally is not beneficial to the 
producing interests. 

Most estimates of the next Cuban crop 
indicate a figure of about 3,500,000 tons. 
This is somewhat smaller than had been 
estimated several months ago, and it is 
a ray of light in an otherwise gloomy 
situation. However, even this slight re- 
duction will not prove effective unless a 
good part of the present carry-over is 





absorbed. ‘Fhe United States is buying 
rather sparingly, and Europe is buying 
even less. Incidentally, the European beet 
sugar crops have been successful, and this 
is becoming an important factor in the 
situation. The largest market is the 
United States, however, and the drop in 
demand for candies and other sweets 
owing to the unfavorable economic situa- 
tion here is largely accountable for the 
decrease in consumption of sugar. An im- 
provement in this regard is not expected to 
occur for a considerable period. 

An interesting development is that. the 
Cuban sugar committee has been com- 
pelled to take cognizance of the lower 
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prices in the open market and shade their 
own prices accordingly. This proves what 
we have stated in a previous resumé that 
artificial steps to bolster up the sugar 
market would probably fail. The reason 
is that there is so much uncontrolled sugar 
finding its way into the market that the 
Cuban committee plays a relatively small 
part in the liquidation of the commodity. 

The financial situation in Cuba is an- 
other disturbing factor and many small 
producers are compelled to sacrifice their 
product on account of the fact that credit 
is unavailable. The larger interests have 
their own resources, in most cases, and are 
not affected to so great a degree. 

There is no question that the sugar 
industry faces a lean year. This applies 
equally to producers and refiners. Their 
margin of profit on the present basis of 
prices has been very seriously reduced 
and it does not appear likely that the 
near future holds out the promise of 
any relief. 

This does not mean that every company 
engaged in this business will be unfavor- 
ably affected. There are a number of pro- 
ducing concerns that can make a fair profit 
on the basis of raw sugar at 5 cents a 
pound, cost, freight and duty. On the 
other hand, if sugar should get down to 
4% cents or even 4 cents, which is not an 
improbability, it is a question whether any 
producing company could continue to oper- 
ate on a favorable basis. 
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Competition on Large Scale 


HE surprising improvement in the auto- 
mobile industry is indicative of a still 
large purchasing power and also of im- 
proving conditions with regard to other 
industries. With the exception of the 
South, automobile sales show a tendency 
to increase in most sections of the country. 
Probably 75% of present automobile 
sales are effected on a time-payment basis, 
with payments running from 6 months to 
a year. This indicates, of course, a greater 
credit supply than has been available for 
such purposes in the past six months. 

Prices of pleasure cars, except for one 
or two instances, have not been cut, 
although it is practically certain that in 
many instances they will be cut by the 
end of the summer months. In the mean- 
time, manufacturers are offering great in- 
ducements to prospective buyers in the 
form of high prices for used cars. In- 
asmuch as this materially reduces the net 
cost on a car, the purchaser gets the 
benefit exactly the same as if he enjoyed 
a reduction in the prices of his new car. 
First buyers, of course, do not enjoy this 
benefit, but such buyers are greatly in the 
minority, the great mass of present sales 
being made to those who have already had 
cars. 

Operations at most important plants are 
at between 50 and 65% capacity, with 
small prospects that this ratio will advance 
above 75% at any time this year. The 
increase in production has not been ac- 
companied by an equivalent increase in the 
number employed. Efficiency of labor is 
greatly increased, and many firms are now 
learning that they can produce just as 


efficiently with about 20% less labor than 
they employed last year at this time. 

Practically all companies are on a 'com- 
petitive basis. Last year, when orders 
poured in from all sections, and it was 
difficult to make delivery, most companies 
did not have to seek very far to get new 
business. Under the new conditions, it is 
necessary for an automobile company to 
make its car as attractive as possible to 
the prospective buyer. Inducements are 
now freely made, such as liberal credit 
terms, extra parts and other conveniences. 
In a general way, it may be said to be a 
buyer’s market for automobiles. 

Exports of automobiles and trucks are 
not on a satisfactory basis. Since Jan- 
uary, exports have dropped 65% in num- 
ber of cars and trucks and about the same 
proportion in value. So far as exports 
are concerned, the American automobile in- 
dustry does not appear to be in a favor- 
able position on account of the unsettled 
foreign situation, and the probabilities are 
that the slump will be continued over into 
next year. 

It is obvious that if the gain in auto- 
mobile sales and production is to be main- 
tained the general business situation will 
have to improve in the same proportion. 
While the tendency is toward improvement 
in many lines, it is hardly possible that 
this can develop into a normal volume of 
business before the end of summer. By 
that time, automobile sales generally fall 
off, and it will probably not be very dif- 
ferent on this occasion. The chances are, 
therefore, that within several months pro- 
duction, which is now based strictly on 
orders received, will commence to slump 
until the general average is somewhat be- 
low the present ratio. 
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Improvement Continues 


PEXTILE interests, so far as spring 

trade is concerned, have mainly lim- 
ited themselves to working off their stocks. 
Manufacturing for spring trade purposes 
consequently has been very light. Con- 
trasted with this is the greatly increased 
manufacturing activity with regard to 
filling orders for the fall trade. 

In woolen and worsted goods, interest is 
now centered in business for trade next 
autumn. The situation, on the whole, is 
favorable, with operations showing a steady 
increase. Orders on the books are very 
large and are estimated to be sufficient to 
keep the plants busy to at least 75% 
capacity. This is particularly true of 
plants devoted to manufacture for women’s 
wear. Mill prices are not much above cost 
and the disposition is to limit the margin 
of profit in order to keep the plants busy 
by moving goods. 

The raw wool situation is not as favor- 
able as might be expected, inasmuch as 
the manufacturers are unwilling to enter 
into large commitments for this com- 
modity on account of the uncertainty which 
still prevails with regard to cancellations. 
Last year this industry suffered greatly 
on account of the wave of cancellations 
that streamed in from all sides, and with 
this recent experience so vivid in their 
memories they are unwilling to take 
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chances with regard to piling up raw 
stocks. The result is that raw wool is not 
moving as freely as the finished material. 
On the other hand, stocks are being grad- 
ually depleted, and it is only a question of 
a relatively short period before the manu- 
facturers will be compelled to re-enter the 
market. 

Labor troubles are common at present 
with regard to the woolen industry, with 
the situation particularly bad in New 
York. A strike has been in force in this 
city for six months, and it is estimated 
that this will result in reducing the year’s 
total output in New York by 75%. Other 
sections of the country, however, are 
settling their labor problems more or less 
amicably. 

The silk manufacturing industry seems 
to hold its gain of the past month fairly 
successfully. The demand for raw silk is 
satisfactory, with prices somewhat higher 
than those that prevailed several months 
ago. The outlook for fall business is 
excellent, and it is believed that most mills 
will increase their operations to ~-~-tically 
normal before the middle of summer. 

The cotton goods industry is in the least 
favorable position of the large textile 
groups. The various markets have great 
difficulty in working into a more stable 
condition and fluctuations with regard to 
both price and demand have generally had 
a rather unsettling effect. The recent 
course of the primary cotton market is 
more or less responsible for this situation 
and, until the raw material shapes up bet- 
ter in the market, it is to be doubted that 
there will be any great change with regard 
to cotton goods. 

This should not be taken to indicate that 
the condition of all the cotton goods 
markets is depressed. This is not the case. 
Certain colored goods, such as ginghams 
and other materials, for use in warm 
weather, have been moving very well, 
while the print cloth market remains 
steady. Nevertheless, the improvement in 
this section has not been so extensive as in 
the case of silks and woolens. 
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Conditions Improving e 
HE various hide and leather markets = 


are now more susceptible to buying 
power than they have been for the past 


six months. For the first time in this 
period, consumers are showing genuine 
interest and the market seems to be slow- 
ly passing into a new phase in which a 
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sellers have somewhat the advantage. <4 
The factor which is mostly responsible It's Time to Buy Good Motor Stocks 


for the latest turn in these industries is 

that liquidation has been practically com- COLUMBIA MOTORS 
pleted. For over a year, the different FORD OF CANADA 
leather and hide markets have been on the PAIGE — DETROIT 
down grade, and the recent improvement is PACKARD MOTOR 


only a natural development. 
Activity in the hide market tends to A special analysis of these companies just com will be 

become broader, with a disposition toward enttiten pleted 

higher prices. The market for calfskins request 


is good, and prices have been advanced © 
considerably in the past two weeks. De- Lee, Gustin & Co < 
mand for leather continues fairly active Members Detroit Stock Exchange 


and sentiment is cheerful. Dime Bank Buildi 
Shoe manufacturers are in receipt of Building 


good sized orders and operations are on 
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the increase. Fall sales are expected to 
be on a fairly large scale. While im- 
provement in the shoe industry is slow, it 
is nevertheless steady and signs point to 
fairly complete recuperation within a few 
months. 

It has recently been brought to atten- 
tion that 75% of American shoe exports 
in March were sold to Russia. It had 
generally been presumed that there 
were no trade possibilities in Russia, 
owing to present conditions, but it 
would seem that this opinion is in need 
of being considerably modified. A good 
Russian market for shoes—as for other 
goods—would tend to release our man- 
ufacturers from many of their present 
embarrassments. 

At most points, it is apparent that the 
various leather trades show some progress. 
The primary markets are under the influ- 
ence of greater activity, with a few in- 
stances of advances in prices; stocks of 
hides and skins are gradually being cur- 
tailed; demand for shoes is on a larger 
scale, and manufacturing operations are ou 
the increase. 





FARM SITUATION 
IMPROVES 
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The cost of farm labor has been re- 
duced, but not in proportion to the reduc- 
tion in the price of farm products. On 
account of the higher cost of farm labor 
and the low price of farm products, many 
farmers have determined to dispense with 
hired help and will only cultivate such 
land as they ¢an without the hired help. 
They consider it to be more profitable to 
put land in grass or rent the same than 
to pay the high cost for labor. 

It is my opinion that the movement 
from the farms to the city has been 
checked. In fact, it appears that the 
movement has been reversed, and some of 
those who have moved to the city are re- 
turning to the farm. 


“MUCH GRAIN MOVING TO 
MARKET” 


G. A. Rogers, President, The Abilene 
National Bank, Abilene, Kansas 


THE liquidation of farm products is 
being surely but slowly accomplished 
in the middle western agricultural states. 
The present quotation on the coming crop 
of wheat is less attractive than the cash 
price offered to the farmer, and the last 
month has seen much grain moved to 
market. 

The farmer, perhaps, has realized more 
quickly than the average person the abso- 
lute necessity for economy, both in his 
business and personal life. His was the 
first industry to be affected by the decline 
in prices. The shrinkage in the value of 
his products gave him an early realiza- 
tion that the time of free spending was 
past, and in order to have a profit in his 
business, it would be necessary to practice 
thrift and economy to a high degree. 

The banking position in the country dis- 
tricts in the middle western states is about 
normal for this period of the year, the 
liquidation of loans to farmers has taken 
place in about the same proportion as the 


floating debt has been taken care of in 
other parts of the country. 

Very little paper is being liquidated at 
present, and the usual proposition is one 
of renewal until after the harvest and 
threshing season. The average farmer 
does not have sufficient funds on hand to 
carry him through his harvest :eason, and 
it will fall to the lot of the banks to 
finance the harvest and moving of the 
coming crop which will place added 
burden on the already diminished reserve. 
Farm labor costs remain about the same, 
but the harvest worker this year must 
expect a reduction in the wage for this 
kind of labor, as compared with the past 
two or three years. 


“FARM LABOR COSTS TO DROP” 


T. L. Ashford, President, Boone State 
Bank, Boone, Iowa 


ARMERS are liquidating their “hold- 

over” crops slowly, and only when 
absolutely necessary to do so in order to 
raise money. 

They are economizing at this time to 
a greater degree than for many years. In 
our vicinity the banking condition is strong. 
Not many banks are rediscounting or bor- 
rowing. This condition is unusual in 
Iowa. Farm credits are liquidating very 
slowly. 

Farm labor costs will no doubt be 
greatly reduced in the immediate future. 
There is a decided movement of men from 
the cities and towns to the country. 

The movement from the farms to the 
city has been quite definitely checked. 

Farmers are quite generally discour- 
aged, but are going ahead with their 
work as usual, and are putting in their 
crops, hopeful that some way may be 
found of relieving their distress. 


“MOVEMENT TO CITIES DEFI- 
NITELY CHECKED” 


R. E. Muzzy, President, American 
State Bank, Coffeyville, Kansas 


Farmers are making little progress in 
liquidating their held-over crops. They 
are economizing wherever possible, prin- 
cipally by using old equipment. The 
banking position in this district is good, 
although farmer credits are not being 
liquidated on any large scale. The out- 
look is for much lower farm labor costs 
in the next two years. The movement 
from the farms to the cities has been 
definitely checked. 





TARIFF LEGISLATION 

In discarding the House Valuations 
Provision and in substituting the main 
points of the Smoot Bill relative to the 
valuation of goods and the establishment 
of a currency equivalent upon a basis cor- 
responding to facts, the Senate Finance 
Committee has taken an important step. 
The bill as now offered, instead of being 
a more or less absurd measure, as it 
was when it left the House of Representa- 
tives, is a proposal whose effect upon 
American business is sure to be far reach- 
ing. Should the terms of the measure as 
now proposed be actually enacted into law 
it would be equivalent, no doubt, to a very 
large increase in the tariff and to a very 
great tightening of the administrative 
legislation which surrounds the application 





of tariff duties. The fact that the meas- 
ure is regarded in this way is seen from 
the change in the attitude on the part of 
members of Congress. Instead of adopt- 
ing the bill on a pro forma basis, as had 
been intended, the Senate is now planning 
to devote a very considerable amount of 
discussion to the subject. This is likely 
to postpone action on the measure for 
some weeks to come and meanwhile 
leaders in the House of Representatives 
who have been annoyed at the changes 
introduced in the Senate have undertaken 
hearings designed to test the expediency 
)f the valuation plan now carried in the 
Senate draft. It would seem likely that 
the tariff discussion in Congress would 
last very much longer than had been an- 
ticipated and that it would be a good while 
before a definite settlement even of this 
‘emergency” legislation was arrived at. 
The bill now pending is to be followed, as 
is well known, by a more general tariff 
bill but the prospects would indicate at 
least a possibility that the delay on the 
irst measure would be so great as to bring 
ibout a merger of the two measures. 





TIME TO AVERAGE THE COPPERS 
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than they have earned during the period 
under review; namely, Granby, Greene- 
Cananea, and Old Dominion. The Chile 
Copper Company has not yet entered the 
dividend class, but its ore reserves are so 
large, and its prospects for low cost pro- 
duction in the future are so favorable, that 
its shares offer speculative possibilities 
more attractive than those of many of the 
dividend paying coppers, 

The factors of cost of production per 
pound of copper, and corresponding net 
profit per pound of copper produced, are 
undoubtedly very important in a compar- 
ison of this kind. However, in view of 
the fact that only a few of the companies 
mentioned follow the practice of reporting 
their operating cost per pound of copper, 
ind the price they receive for their copper, 
and that even this information, valuable 
as it is, is presented in a variety of ways, 
depending on the company’s method of 
accounting, it is difficult to make a thor- 
ough comparison on this basis alone. In 
any event, the final operating results, name- 
ly, the net earnings per share, tell the 
most interesting story. 


Conclusion 

A review of industrial and statistical 
conditions with regard to copper, com- 
bined with observation of the market be- 
havior of the copper shares as a group, 
should suggest that it is time to accumulate 
them for long pull investment and specu- 
lation. Analytical comparison of finan- 
cial and technical information with regard 
to the different producing companies should 
be a reliable guide to the selection of the 
most desirable stocks to purchase. Who- 
ever desires to maintain a conservative 
position in the hope that he may be able 
to accumulate copper shares to greater ad- 
vantage during one or more reactions from 
present prices, must run the risk of seeing 
his favorite shares climb slowly but surely 
to higher levels, with consequent reduction 
of both speculative and investment advan- 
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A TURN FOR THE BETTER IN 
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practically all point to the same general 
condition of affairs. The increasing stab- 
ilization of prices has been mentioned by 
some authorities within the past few days 
as perhaps the most striking factor in the 
present situation, although they have con- 
tinued to urge that retail prices still re- 
quire to be brought into harmony with 
wholesale prices before a final adjustment 
of wages can be brought about. Never- 
theless the fact that prices are evidently 
regarded as settling down to their ulti- 
mate basis has been reflected in the stock 
and securities markets in general which, 
as is well known, discount productive con- 
ditions as a rule several months in ad- 
vance. The strong upward movement of 
prices both in stocks and bonds during the 
past week or two undoubtedly reflects a 
belief that deflation is near the bottom 
and that from this time forward changes 
of business outlook will be for the better 
rather than for the worse. The accom- 
panying graph of changes in corporation 
credit, as reflected in the prices of twenty- 
five industrial stocks and of ten railroad 
bonds, indicates, as will be observed, a 
decided advance, the bond index moving up 
to 5.60 while the stock index now stands 
at a maximum of 89.55. In both the ad- 
vance is distinct and the indications of 
the chart and of accompanying conditions 
point to a further continuance of the up- 
ward movement, just as the price situation 
appears to point to a stabilization of prices 
with tendencies upward rather than down- 
ward. Confirmation of such a forecast is 
also obtained from the graph showing 
banking transactions. Last month’s figure 
showed less than $30,000,000,000 of debits 
to individual account but the return now 
received for the latest month available 
shows an increase of over $4,000,000,000, 
making the figure $34,160,000,000. As ex- 
plained in the former discussion of this 
matter the index of activity of bank credit 
is a fairly sensitive showing of the de- 
gree in which bank credit is being used in 
commercial operations. During the last 
month for which figures are available there 
has been an undoubted increase in the use 
of credit which shows a corresponding ac- 
tivity in business. 


Foreign Trade Still Discouraging 
Undoubtedly the least encouraging spot 
in the outlook is our foreign trade. The 
latest returns made by the Government and 
specified as being undoubtedly correct up 
to the date of publication, show a reduc- 


tion in our trade balance to $132,000,000. 
This cut in our excess of exports indi- 


cates a very great falling off from the 
preceding month although it does not carry 
the figure to a low point. The export situa- 
tion has been affected by several unexpected 
factors among them the labor and other 
disturbances in Great Britain, the slow- 
ness with which the German reparations 
settlement has been reached, and the nat- 
ural effects of industrial reaction which 
have injured European prospects as they 
have our own. The fact that we have our- 
selves more and more withdrawn from 
the financing of foreign trade has tended 
to curtail the buying power of European 
customers who might otherwise have pur- 
chased heavily from us. Efforts to estab- 
lish corporations for export financing have 
had but a limited success thus far and the 
work of the War Finance Corporation in 
Washington about as little. Consequently 
the inflow of gold into the United States 
has continued and gold reserves of Fed- 
eral Reserve Banks, as announced on May 
5, stand now nearly $350,000,000 above their 
level of last year. This is a situation 
which calls for early rectification in order 
to restore our domestic trade to a normal 
condition by providing for continued ac- 
tivity of manufacturing plants and the 
maintenance of regular market demand 
abroad. 
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of coal of which 87% from Great Britain 
and 9% from Germany; and 19,000 tons 
of mineral oils, of which 51% from the 
United States and 48% from Roumania. 


The Problem of Financing 


To the supply of raw material just as 
well as to that of machinery and other 
materials needed by both her agricultural 
and industrial activities, is intimately con- 
nected the question of its financing. 

There is no doubt that the effort 
Italy is displaying toward her economic 
reconstruction would acquire greater 
efficiency if countries having a large ex- 
port trade with Italy should make it 
possible to facilitate the financing of 
such trade through the extension of 
reasonably long credits. It is felt in 
Italy that such a policy would go a long 
way toward helping deserving industries 
to resume full activity and thus accelerate 
the economic revival of the country. The 
wisdom of such a policy is manifest when 
we realize how closely the prosperity of 
the industries of exporting countries is 
connected with the welfare of their cus- 
tomers abroad. Indeed, much of the bus- 
iness depression that is noticeable to-day 
in countries which have not been affected 
by the war, finds its origin in the low pur- 
chasing power of their foreign customers. 

The Italian general election wiil un- 
doubtedly afford concrete proof of the 
desire of the people of Italy for stability 
and order so that the economic activities 
may not be disturbed or hampered in any 
way in their natural display. 





ALLIED PACKERS CAPITAL TO BE 
READJUSTED 

A committee consisting of George W. 
Davison, Chairman; Clifton H, Dwinnell, 
James C. Fenhagen, John Fletcher, Her- 
bert I. Foster, William A. Law and Edwin 
C. Lewis, has been found for the read- 
justment of the capital of the Allied 
Packers, Inc. 

The Committee was organized after con- 
ferences with representatives of the deben- 
tures, and the preferred and common stock 
as well as the Board of Directors. A 
plan and agreement has been prepared and 
filed with the Central Union Trust Co. 
which has been approved by the Board of 
Directors, and the holders of a large 
amount of the debentures and both classes 
of stock. 

For the protection of their own interests, 
the committee urges stockholders and 
debenture bond holders to deposit their 
stock with the Central Union Trust Co. 
on or before June Ist. The First National 
Bank of Phila., the First National Bank 
of Boston, and the Fort Dearborn Trust 
& Savings Bank, Chicago, will act as 
depositaries in their respective cities. 
for MAY 14, 1921 











ANCO DI ROMA 


ESTABLISHED 1 


HEAD OFFICE: ROME, ITALY 


Capital and Surplus . $43,000,000.00 
Resources . . > ‘ : $650,000,000.00 


{Five Lire = One Dollar] 


BRANCHES IN ITALY 


Alba Castiglione Ivrea Pontedera 
Albano Laziale Fiorentino Lanciano Popoli 
Anagni Catania Lecce Portoferraio 
Andria : Cecina Leghorn Porto S. Giorgio 
Anzio Celano Legnano Potenza 
Aquila Centallo Lucca ’ _ Pratola Peligna 
Arcidosso Ceva Luserna S. Giovanni Rapallo 
Arezzo Chiusi Marciana Marina Reggio Calabria 
Ascoli Piceno Citta di Castello Merano Rivarolo Canavese 
Assisi Clusone Mercatale Rocchetta Ligure 
Aversa Colle Val d’Elsa Messina Rome 
Avezzano Como Milan Rovigno 
Bagheria ’ Cornigliano Ligure Modica — Salerno 
Bagni di Casciana Cortona Mondovi S. Benedetto 
Bagni di Lucca _ . Cotrone Monteleone di del Tronto 
Bagni di Montecatini Crema Calabria Sen Severo 
Bagni di S. Giuliano Cremona Montesampietrangeli Sa a 
Bari Cuorgne’ Monte San Savino ~#"t? Margherita 
Bastia Umbra Dogliani Monte Urano Senta M Ligure 
Benevagienna Fabriano Montevarchi ate legit 
Bergamo Fermo Monturano Ss degli Angeli 
Bibbiena Fiesole Naples ag 
Bisceglie Figline Valdarno Nardo’ Seani- Se l 
Bologna Florence Nocera Inferiore cgni-scale 
Bolzano Foggia Norcia Siena 
Borgo a Mozzano Foiano della Chiana Novi Ligure Signa 
Bra Foligno Oneglia Siracusa 
Brescia Forte dei Marmi Orbetello Squizano 
Cagliari Fossano Orvieto Tagliacozzo 
Caltagirone Frascati Orzinuovi Terranova di Sicilia 
aiore i Frosinone Pagani Tivoli 
Campiglia Marittima Gallicano Palermo Turin 
Canale Gallipoli Pallanza Torre Anunziata 
Canelli Bri Genoa ee qoree A Passeri 
te Brianza canals : erugia orre Pellice 
Carloforte Giugiiane “Cameenia Piadena Trento 
Carruw’ Grosseto Pietrasanta Trieste 
Casalbuttano Gualdo Tadino Pinerolo Velletri 
Castellamonte - Piombino Viareggio 
Castelnuovo di Gubbio Poggibonsi Viterbo 
Garfagnana Intra Pontecagnano Volterra 


COLONIAL BRANCHES 
Bengasi (Africa), Tripoli (Africa), Rhodes (Asia) 
FOREIGN BRANCHES 


France: Paris, Lyons. Spain: Madrid, Barcelona, Tarragona, Montblanch, 
Barias Blancas, Santa Coloma de Queralts, Valls. Switzerland: Chiasso, 
Lugano. Turkey: Constantinople. England: London (Representative) Malta. 
Asia Minor: Smyrna, Scalanova, Sokia. Syria: Aleppo, Beyrouth, Damascus, 
Tripoli Palestine: Jerusalem, Caiffa, Jaffa. 


AFFILIATED INSTITUTION IN EGYPT 
Banco del Levante—(Capital £1,000,000) 


Alexandria Monsourah Beni Soueff Fashn Sageghe Mit Gamr 
Bi Mehalla Kebira i 


Cairo Tant beh Fayoum Zagazig. 


Porto Said Beni Mazar Dessouk Kair El Cheikh Minieh 


NDITIONS are changing rapidly in this important business field. 

American bankers and financial institutions are invited to avail 
themselves of our extensive facilities and intimate knowledge of local 
opportunities and commercial practices. 


American Representative for United States and Canada 
RODOLFO BOLLA, 1 Wall Street, New York 
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How Tax Laws May 
Affect Your Income 


By reason of the op- 
eration of federal and 
state Income Tax 
Laws, it is not un- 
usual for an investor 
to net from 20% to 
50% more income 
from the securities he 
owns than other in- 
vestors who own ex- 
actly the same bonds, 
notes and stocks. 


We are prepared to 
answer questions re- 
lating to taxation of 
investments, and in- 
vite individual re- 
quests for informa- 
tion. 
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Central Leather 5s, 1925 
Beth. Steel Ext. 
Wilson & Co., 6s, 1 
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§Rep. I. & Steel 5s, 1940 
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tU. S. Steel 5s, 1963 
tGen. Elec. Deb. 5s, 1952 
+Gen. Elec. Deb. 6s, 1940 

Public Utility Bonds 
$Amer. Tel. & Tel. 4s, 1929 
tNor. States Power 5s, 1941 
§Manhattan Consol. 
tConsol. Gas N. Y. 
tPac. Gas & Elec. 
N. Y. Telephone 
Detroit Edison Ist Soll 
tAmer. Tel. & Tel. 5s, 19 
tN. Y. Telephone 4%s, 1939 
+Detreit Edison Ist Ref. 5s, 1940. 
tSouthern Bell Tel. & T. 5s, 1941. 
tAmer. Tel. & Tel. 6s, 1925 
§Western Union Tel. 4%s. 1950.. 
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§Int. Rap. Transit Ss, 1966. 
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§N. Y. Cent. Ist 3%s, 1997 
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Not Legal for N. Y. Savings Banks 


First Grade: 
§So, Pac. Conv. 4s, 1929.......... 78 
tUnion Pac. 3 
$Ore. Short Line Ref. 4s, 1929. 
$Peoria & Eastern ——, RY 1940... 
$Colo. : South Ist 4s, 80% 
tAtch. & Santa Fe Aa 4s, 1995 69 
tSouth Pat Col. 4s, 1949 
$San Ant. Ar. Pass Ist 4s, 1943... 
§Ches. & Ohio Gen. 4%s, 199 
tCen. Pac. Ref. 4s, 194 
§Lake Shore Deb. 4s, 1931 
+Ore.-Wash. R. R. & N., 
tWestern Pac. Ist 5s, 19 & 
till. Cent. C. St. L. & N. O. 5s, 1963 82% 
tSo. Pac. Conv. 5s, 1934 89 
N. Y. Cent. L. S. 3%s, 
§Kan. City Term. 4s, 1960 
Atl. Coast Line L. & N. 4s, 1952.. 
South. Ry. Cons. 5s, 1994 
New Orleans Term. 4s, 1953 
Til. Central 5%s, 
St. Louis S. W. Ist 4s, 1989 
§Reading Gen. 4s, 1997 
Second Coates 
§St. Louis S. a 4s, 1932. 
§$Wabash Ist Ay 
irae City Peg x 
+St. Louis-S. F. P. L. ade 
$Rio Grande West Ist as 1939. : 
tDen. & Rio Grande Cons. 4%s, 1936 69 
8c. C. C. & St. L. Deb. 4%s, 1931. 77 
. Y. C. & St. L. Ist 4s, 1937.... 80 
§C. R. I. & Pac. Gen. 4s, 1988 
+Virginian Ist 5s, 1962 
+Pere Marquette 5s, 1956 
§Ches. & Ohic Conv. 4%s, 1930.... 75 
tColo. & South Ref. 4%s, 1935.... 
§Rio Grande West Coll. 4s. 1949... 
tChes. & Ohio Conv. 5s, 1946...... 
+N. Y. Cent. Conv. 6s, 193 
tC. R. I. & Pac. Ref. 4s, 1934.. 
§Cent. of Ga. 6s, 1929 
§Kan. 4 fou met Sa. 1950. 
South R 956 
Balt. & 
tSt. Louis s F. Adj. 


tSmallest denomination $100. 
tSmallest denomination $500. 
§Smallest denomination $1,000. 


sss SSeseserkbusssceseseoys 


VENA PA ARARNAAMARAAAA AI HUGO Nas 
a 


seesezeve 


PMDPOMIM A MUG 
Bases 


Song 
ingics 
wugeo 








MARKET STATISTICS 


N. Y. Times Dow, Jones Avgs. 
20 Indus. 20 Rails 


40 Bonds 


. 69.95 
. 69.52 
69.39 
69.17 


78.55 
78.86 
78.11 
78.77 
78.57 
78.84 
79.65 
79.23 
79.61 
80.03 
79.68 
79.48 


Monday, April 25 ... 
Tuesday, April 26 ... 
Wednesday, April 27 ... 
Thursday, April 28 ..... 
Friday, April 29 ... 
Saturday, April 30 . 
Monday, May 2 ..... 
Tuesday, May 3 . 
Wednesday, May 4. 
Thursday, May 5. 
Friday, May 6 
Saturday, May 7 


N. Y. Times 
7-—50 Stocks—~ 
High Low 
70.29 69.00 
70.20 69.16 
70.34 68.84 
70.31 69.04 
70.95 69.59 
70.40 69.71 
71.12 69.65 
71.25 70.21 
71.54 70.48 
72.66 71.31 
73.13 71.92 
72.44 71.83 


71.33 
71.45 
70.54 
71.26 
71.27 
71.25 
71.63 
71.68 
72.51 
73.99 
74.11 
74.31 


1,141,161 
397,900 
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BIG TOWN STUFF 
(Continued from page 5) 











ficial extravagances of the war,” is the 
way Mr. Schwab puts it. He spoke of 
Germany now being in the markets of 
the world with her manufactured prod- 
ucts, underselling everybody, not solely 
because of the low cost of labor, but be- 
cause of the spirit of co-operation which 
is universal in Germany. 

In this connection, Mr. J. W. Miller, 
manager for I. T. Williams & Sons, lum- 
ber dealers who furnish mahogany wood 
to the Victor Talking Machine Company 
and other similar concerns, who just re- 
turned from a trip around the world, 
said to me: “I saw talking machines ex- 
actly like the Victrola, dog and all, manu- 
factured by German manufacturers, all 
over the world. I saw them on the west 
coast of Africa, in China and the Philip- 
pines, and such machines are sold for less 
than half the price of machines made here. 
The Germans are on the job everywhere 
and maintain trading centers in all im- 
portant points.” 

Our Taxation Tangle 

There are dozens of topics that are 
vital and that will bear discussion. Taxes 
is one of these—one that is about as wel- 
come as a burglar. I have had several 
talks with Mr. J. S. Bache and his asso- 
ciates on this subject; and because Mr. 
Bache is one of the most ardent cham- 
pions of tax reforms, his views should be 
of interest. Mr. Bache says: “Consider 
the position of two wealthy men in this 
community, each possessing five millions 
of dollars—one with his five millions in- 
vested in municipal bonds from which he 
gets $275,000 of income, every cent of 
which he can use for his own purposes, and 
the other working with his capital unable 
to seek the umbrella, and even if he makes 
10 per cent on that capital, getting $500,- 
000 of an income from which he would 
have to pay $303.000 to the government, 
and many other taxes added to that. In 
addition to this the latter takes the risk 
of his business and that those risks are 
no small ones recent conditions have 
shown. The sales tax would obviate all 
this. The freeing of capitalists from the 
excessive burdens of taxation would take 
the advantages out of the municipal bond 
investments, and release capital for the 
constructive enterprises of business to an 
extent which is almost incalculable.” 

Frankly, 1 have so far been unable to 
find any “On-The-Other-Hand” to the 
sales tax. 

“I Ain’t No Speechifier” 

Men of Wall Street and most everyone 
else, for that matter, know that the di- 
vergent views of men are healthful and 
helpful to business. The best part of it 
is that capitalists do not agree with each 
other on the subject of labor, and that 
laboring men do not all think alike in 
reference either to labor or capital. We 
are all pretty good natured. We all deal 
in piffle occasionally, but as a general rule 
we Americans keep our voices low and 
know how to laugh. Sometimes we laugh 
with tears in our eyes when we contem- 
plate the ruin that the war has wrought, 


for MAY 14, 1921 





Canadian Bonds are Tempting 


American Investors 


The Bonds of some Canadian basic industries 


yield rates that are tempting American investors, 
and the exchange situation makes them doubly 


attractive. 

Credits are less strained in Canada, and de- 
flation has not as far to go as in the United 
States. 

The current number of Greenshields’ Review 
gives details of a few sound conservative bonds 
that can be bought at a price to yield 8% and 
over. A copy will be mailed on request. 


Greenshields & Co. 


INVESTMENT BANKERS 
17 St. John Street, Montreal 


Toronto, Ottawa. 













INVESTMENT SECURITIES 


WHITEHOUSE & CO. 
Established 


1828 


Members of the 
New York Stock Exchange 


111 BROADWAY 
New Yorx 


186 Remsen Sr. Keyser Bips. 
Brooxiyn, N. Y. BaLtrmors, Mp. 





























E.F. Hutton & Co. 


Home Office 
61 Broadway, New York 


Members 


New York Stock Exchange 

New York Cotton Exchange 

New York Sugar and Coffee Ex- 
change 

Liverpool Cotton Association 

Chicago Board of Trade 


California Branch Offices 


San Francisco 
Oakland 
Del Monte 
Sacramento 
Stockton 
Santa Barbara 
Los Angeles 
and 


Pasadena 


Private Duplex Wires 
Coast to Coast. 


Correspondents in principal cities 


of the United States 


Buyers may secure 
substantial profits 
owing to the present 
low exchange rates 
by investing in 


Danish 


Government 


31% % Loan of 1909 


Interest payable in London 
ata fixed § ate of exchange. 


Ask for Circular MW-101 
City of 
Copenhagen 


4% Loan of 1901 


Interest and principal payable 
in U. S. dollars at a fixed rate 


of exchange, giving a high 
average yield. 
Ask for Circular MW-102 


HUTH & CO. 
30 Pine St., N. Y. City 


and resolve to have nc more of war. If 
the world has learned a lesson, then some- 
thing has been gained from the ruin. All 
of which brings to mind the story of 
Rastus. Rastus had been tried and found 
guilty of murder and was sentenced to be 
hanged. The time set for the execution 
had arrived and the condemned negro was 
led to the scaffold. 

“Rastus,” said the sheriff, “have you 
anything to say before the sentence of 
the law is carried into execution?” 

“No, Boss,” replied Rastus, “I ain’t no 
speechifier, but I suttingly believes dis 
am goin’ to be a lesson to me.” 





IS YOUR HOME YOUR OWN? 
(Continued from page 39) 





made before the loan is closed, because 
after the loan is closed the right of a 
bank or individual to make such condi- 
tions ceases. 

This issue was decided in the well- 
known case of Heal vs. Richmond County 
Savings Bank. In this case the bank 
made a loan, and after it was closed wrote 
to the mortgagor that, inasmuch as the 
bank required all policies to be written 
by an agent having an office in the Borough 
of Richmond, he would have to obtain 
new policies. The owner did not assent 
to this, so the bank obtained the addi- 
tional insurance and charged the premium 
to the mortgagor. 

When payment of the principal was 
tendered, it was refused on the ground 
that the owner had refused to reimburse 
the bank for this extra insurance premium. 
He then deposited the money in a trust 
company, subject to the bank’s order when 
it should deliver a satisfaction of the 
mortgage. The bank sued, and lost the 
case on the ground that, having accepted 
the policy at first, and being in a good 
sound company, it had waived its right to 
stipulate conditions regarding the insur- 
ance. 


Rates 


We herewith append a table of rates of 
one of the large companies and which are 
comparatively uniform among the title 
companies of New York. We will give 
the rates for Manhattan and the Bronx. 
The rates are the highest in Manhattan 
and the Bronx because of the frequent 
transfers and physical alterations of real 
property generally. The rates are approx- 
imately twenty-five per cent lower in 
Brooklyn and Queens. These rates are 
made up of the charge for examination 
of the title, together with the premium of 
wsurance. In this table the charge for 
the tax search is included in the regular 
fee. In the third column is set forth what 
is called a reissue fee, which means in- 
stances where a title has previously been 
examined, and if it has, then in order to 


arrive at the actual cost, the reissue fee 
is deducted from the original fee. 

In centers where the population is 
less dense than in New York, less 
frequent transfers, less changing of the 
physical aspect of realty, and younger 
in settlement, a title insurance com- 
pany’s fees would be much less. For 
instance, in Oklahoma, when the original 
grant was only forty years or so back, a 
title insurance company probably could 
not make money enough to live. At 
present title companies do not do busi- 
ness in such young communities or in the 
agricultural districts, although it is pre- 
dicted by students of the situation that 
the time will come when every title will 
be insured by a responsible company: 


Full 

Original Fee Re-issue Fee 
$77.00 
77.00 
83.00 
89.00 
95.00 
125.00 
155.00 
185.00 
215.00 
245.00 
275.00 
305.00 
330.00 
355.00 
405.00 
455.00 


Amount 
$1,000 
2,000 
3,000 
4,000 
5,000 
10,000 
15,000 
20,000 
25,000 
30,000 
35,000 
40,000 
50,000 
60,000 
80,000 
100,000 


115.00 
133.00 
151.00 
169.00 
187.00 
199.50 
212.00 
237.00 
262.00 


Most title insurance companies will 
allow for insurance in other companies. 
A charge of $5 for a continuation of 
searches for building loan advances will 
be made only where actual advance occurs. 
Only the largest single amount of insur- 
ance will be allowed for. First and 
second mortgages cannot be added to- 
gether. For examination of titles to land 
under water, in the bed of streets, etc., an 
extra charge usually is made. 





ALLIS-CHALMERS 


In our issue of April 30th, page 
907, in a description of Allis- 
Chalmers preferred stock, there 
appeared a sentence reading: “No 
dividends have been or are being 
paid on the common stock, which 
is a strong point in favor of the 
preferred.” 

This sentence was written to ap- 
ply to American Can preferred, 
which security was described in 
the succeeding paragraph on the 
same page. Its transposition into 
the Allis-Chalmers text was as mys- 
terious as it is regrettable. 

Allis-Chalmers common is ac- 
tually on a 4% per annum 
a fact which was emphasized in an 
extended analysis of the company 
on page 910 of the same issue 
where it was stated: “The common 
stock, upon which dividends are 
being paid at the rate of 4% per 
annum is still in the speculative 
class. At 3614, the common yields, 
on the current dividend rate, al- 
most 11% on the investment.” 

We take this occasion to thank 
the many readers who have called 
our attention to this error. 
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COMMONWEALTH’S POSITION 
STRENGTHENING 
(Continued from page 47) 














extending from that city, and the Spring- 
field Light, Heat & Power Company which 
conducts a fast growing electric business 
for lighting, heating and power purposes 
in the city of Springfield, Ohio, and the 
surrounding communities. 

The city and interurban railway system 
serves such important cities as Grand Rap- 
ids and Battle Creek, Michigan; Rockford, 
Illinois, etc. While this end of Common- 
wealth’s business ‘naturally suffered in 
common with other similar properties dur- 
ing the last few years on account of ab- 
normal operating costs, yet the tide now 
seems to be turning in favor of such con- 
cerns, and a more favorable situation is 
expected in the near future because of 
declining costs of labor and materials. The 
biggest item of expense in the operation 
of such properties obviously is wages of 
trainmen, etc., but as conditions which 
originally warranted numerous increases in 
pay are gradually disappearing, it is ex- 
pected that as present wage agreements 
expire shortly, new contracts will be en- 
tered into upon a basis more in accordance 
with the prevailing situation. 


Conclusion 


The outlook of the Commonwealth 
Power Railway & Light Company gives 
promise of considerable improvement. 
With everything now in its favor the 
earnings for the present year should be 
large; in fact, the excellent showing for 


the first three months of this year isa clear 
indication of a change in the company’s 
affairs. The net for the first quarter of 
this year, after allowing for fixed charges, 
interest and preferred dividend require- 
ments, amounted to over $3.30 on the com- 
mon stock, or at the annual rate of more 
than $13 a share on this junior issue. It 
appears, therefore, that the turning point 
finally has arrived and that this company 
is hitting its old stride. In pre-war days 
it was earning from $6 to $8 per year 
on its common. 

The 5-year 7% secured convertible bonds, 
which mature in May, 1923, are selling 
around 85, on which basis the yield to 
maturity is approximately 16%. These 
bonds are regarded as an exceptionally at- 
tractive short-time issue as they are se- 
cured by most of the outstanding common 
stock of the Consumers Power Company. 
Consumers Power is the backbone of the 
Commonwealth system and this holding 
company could not afford to let that com- 
mon stock get out of its hands. In addi- 
tion, this issue is a direct obligation of 
the Commonwealth system and as such, has 
behind it all its own common and preferred 
stocks, 

The 6% cumulative preferred stock is 
selling around $32 per share and the com- 
mon around $12. It is interesting to note, 
in this connection, that the company’s net 
income for the first quarter of .1921 


garded as a constructive factor since it 
will strengthen the financial condition of 
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Readjustment of Capital 


ALLIED PACKERS, INCORPORATED 


To Holders of 


Twenty-Year Convertible Sinking 
Fund 6% Debenture Bonds 

Preferred Stock and 

Common Stock 


After conferences with representatives of Debentures, of 
Stock and of the Board of Directors of the Company regarding the 
difficulties with which the Company is confronted, the undersigned 
Committee was organized, none of the members of which are 
pecuniarily interested in the Company except Mr. Fenhagen, who 
represents Debentures, Mr. Lewis who represents Preferred Stock, 
and Mr. Foster who owns and represents Common Stock. 


The Committee has prepared and filed with Central Union 
Trust Company of New York a Plan and Agreement for the Read- 
justment of the capital of Allied Packers, Inc., dated April 30, 
1921, which has been approved by its Board of Directors and the 
_— of a large amount of its Debentures and Stock of both 
classes. 


Under said Plan and Agreement securities must be deposited 
on or before JUNE 1, 1921, either with the Depositary, C L 
UNION TRUST COMPANY OF NEW YORK, at its principal 
office, 80 Broadway, New York City, or with one of the Sub- 
Depositaries, viz.: with FIRST NATIONAL BANK OF PHILADEL- 
PHIA, at its principal office, 315 Chestnut Street, Philadelphia, 
Pa.; with FIRST NATIONAL BANK OF BOSTON, at its principal 
office, 70 Federal Street, Boston; or with FORT DEARBORN 
TRUST AND SAVINGS BANK at its principal office, 78 West 
Monroe Street, Chicago. 


Certificates of Deposit for all securities deposited will be issued 
by the Depositary or Sub-Depositary with which the deposit is 
made. Debentures must be deposited in negotiable form with the 
coupon of July 1, 1921, and all subsequent coupons attached. 
Stock Certificates must be properly endorsed in blank for transfer 
or accompanied by duly executed transfers in blank. Tax transfer 
stamps need not be affixed to stock transfers as the Committee will 
cause any such stamps as may be required to be affixed and can- 
celled on behalf of the respective depositors of stock. 


Copies of the Plan and Agreement may be obtained from 
the Depositary, the Sub-Depositaries, or the Secretary of the Com- 
mittee. The members of the Committee invite inquiries from 
interested security-holders. The Plan and Agreement provide that 
no expenses thereunder shall be charged against the deposited se- 
curities, the Company having agreed to defray the same. 


The Committee desires to impress upon security-holders the 
necessity in their own interests of prompt deposits. 


Dated, May 2, 1921. 





C. E. SIGLER, Secretary 
80 Broadway 
New York City 











the company. The omission of the pre-_ effect. 








ferred scrip dividend was evidently dis- 
counted well in advance since no decline 
took place in the market price of either 
the preferred or common stocks—in fact, 
a slight advance took place. The pre- 
ferred makes a good switch for holders of 
doubtful preferred and common issues of 
other companies selling around its own 
price of $32, since it should not be long 
before satisfactory funding of present 
floating indebtedness and good earnings 
ought to have an appreciable market 


It is evident that all of the operating 
conditions underlying this concern are 
fundamental and its steady progress and 
development seem assured. 

The management and the financial! back- 
ing of this corporation are of the highest 
calibre. It is characteristic of those in 
charge, that they have always been iden- 
tified with matters of community interest 
and the general attitude of good will on 
the part of the public is too important an 
element to be overlooked.—vol. 27, p. 178. 
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12 
Selected 
Dividend Payers 


We have prepared a 
special booklet which 
analyzes a well diversi- 
fied list of 12 representa- 
tive stocks of National 
leading industries, listed 
on the New York Stock 
Exchange. 

These securities besides of- 
fering an exceptionally high 
yield, show unusual pros- 
— for market apprecia- 





The this combine- 
ag Ea e oanthen 10% 





This booklet also contains 
our views on the present 
market situation and gives 
reasons why we believe the 
above-mentioned stocks are 
the outstanding features of 
the market today. 


Copy sent FREE on request 
Ask for M. W. 6 


KAY & Co. 


Pw ane: Baulind Green 4200 

















Crew Levick 
Company 


Founded 1862 


First Mortgage Sinking 
Fund 6% Bonds 


To Yield 7.80% 


Direct obligation of Crew Levick 
Company secured by First Mort- 
gage on all property owned or 
hereafter acquired. 

Crew Levick Company is one of 
the oldest oil companies in the 
United States being “As Old as the 
Industry.” Its products are ex- 
ported to practically every coun- 
try in the world. 

Interest on the above bonds earned 
by a wide margin. 


Price upon application. 


For complete information apply to 


DUFF, FREIDAY & CO. 


66 Broadway New York 








Answers to Inquiries 


SOUTHERN RAILWAY Ist CONS. 
MORTGAGE 5s—1994 
A Well Regarded Bond 


These bonds are a direct lien on 3,400 
miles of road, collateral lien on 664 miles 
and a pledge of leasehold interest on 488 
miles. They are further secured by a de- 
posit of stocks and bonds to a very large 
extent. They are prior in lien to the 
Southern Railway General and Refunding 
4s of 1956, but they are subject to a total 
of $41,000,000 in bonds but precede the 
Gold 5s of 1994. These bonds were orig- 
inally put out in 1911 on a 41%4% basis, and 
sold for many years between 85 and 100. 
The recent low levels have been due really 
to money conditions and these bonds 
otherwise usually sell upon an investment 
basis. They are well regarded. 


INTERBOROUGH RAPID TRANSIT 
Ist 5s 
A Long Fight in Prospect 

Outstanding $160,893,000; these are 
callable at 110 for sinking fund purposes, 
which provides that 1% per annum shall 
be paid in beginning July 1, 1918. They 
are a first lien on all leaseholds and other 
rights in the existing subways and ele- 
vated lines (including real estate, power 
houses, and other property owned di- 
rectly, valued at over $40,000,000), sub- 
ject to the City’s rights under the lease; 
and also in the new subway and elevated 
line extension and in the proposed addi- 
tional tracks in the elevated lines. In 
the event of the city reacquiring the new 
lines after ten years from commencement 
of operation, the money so received will 
retire all the bonds issued for constructing 
and equipping said lines. The bonds are 
listed on the N. Y. Stock Exchange and 
are considered a fair security. 

In the event of the bills pending be- 
fore the Legislature at Albany becoming 
law, this security would enjoy consider- 
able improvement in price. Before the 
company can derive any benefit from 
higher fares however, the prospect is for 
a long drawn out fight between the City 
and the State of New York. The earn- 
ings of the property have not been suf- 
ficient to meet the $8,044,650 annual in- 
terest requirements and a large portion of 
this interest is raised by making a charge 
against construction. 


A GOOD BOND 

These bonds are outstanding to the ex- 
tent of $58,000,000, and are authorized to 
the par amount of the company’s full paid 
preferred and common stock, totaling 
around $100,000,000. This is the principal 
funded debt of the U. S. Rubber Company, 
is a direct obligation and secured upon the 
properties owned or controlled by direct 
mortgage thereof or by pledge of mortgage 
bonds of the companies controlling the 
same. It is provided in the mortgage 
that net quick assets of subsidiary com- 
panies, including the General Rubber Com- 
pany, at all times are to equal at least 
$13,000,000. The company is the principal 
manufacturer of rubber goods in the 


United States, including rubber footwear, 
tires of all kinds, hose of all kinds, belting, 
packing and other articles. Its plants are 
located throughout the United States and 
Canada. The company is the largest con- 
sumer of crude rubber in the world and 
controls and owns plantations. These 
bonds were put out in the beginning of 
1917 at 9634, and until the year 1920, 
usually sold between 85 and 90. 

Looking over the record of this com- 
pany from 1911 to 1919, we find that in- 
terest charges on its funded and floating 
debt were earned between four and five 
times and at least four times on the 
average. If this company can continue to 
do very well in the next few years and 
does not increase its funded debt ma- 
terially, all its bonds should have a very 
good rating. At this writing, these bonds 
still have a very good rating, although the 
earnings have fallen off considerably in 
the past year. 

The rubber industry is subject to periods 
of depression at times, but although this 
bond has a semi-investment rating and is 
not a gilt edge investment, we believe that 
it is suitable for the average business man 
who is prepared to hold a medium grade 
bond for the sake of the relatively higher 
interest return. 


RAY CONSOLIDATED 
Stock May Have Discounted Unfavorable 
Factors 


The copper industry is passing through 
a period of severe depression, the end of 
which cannot as yet be determined. With 
copper metal at 12c. a pound, practically 
all production companies are operating at 
a loss. Until there is a substantial ad- 
vance in the price of the metal or a good 
demand at higher prices, earnings will 
continue to be disappointing. There is 
some sign of a better demand for the 
metal at present, but whether this is suf- 
ficiently pronounced to bring about a mod- 
erate advance in prices, remains to be 
seen. For the quarter ended December 31, 
1920, the Ray Consolidated reports a loss 
of $60,731; compared with a loss of $52, 
149 in the preceding quarter, and profits 
of $647,226 in the same quarter of 1919. 
For 1920, the company earned 57c. a share 
on its $10 par value stock, compared with 
$1.10 in 1919. 

At prevailing quotations it would seem 
that unfavorable factors have been pretty 
well discounted and that investors who are 
willing to hold for the long pull can do 
so. The stock is, however, only a specula- 
tion. 

REPLOGLE STEEL COMPANY 
Should Make Fair Showing 

The year 1920 was a period of construc- 
tion and not of production for this com- 
pany. Development work has been pushed 
rapidly and the company’s plant is ready 
to commence operation when business com 
ditions warrant it. Two new furnace 
have been built at a cost of more than 


company’s profits amounted to $190,000, 
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which after the payment of expenses re- 
sulted in an operating loss of $287,854. 
From other investments, however, an in- 
come of $584,062 was derived and after 
the deduction of taxes, etc., the company 
was able to show a surplus of $3,013 for 
the year. Undoubtedly it will be the policy 
of the- management of this company to 
await a readjustment in steel prices and 
the development of a better demand for 
steel products before commencing opera- 
tions. It still remains to be seen what the 
company can do in a period of active com- 
petition, which seems to be ahead of us. 
its geographical position would seem to 
warrant the belief that even under adverse 
conditions it should be able to make a fair 


showing. 


PIERCE OIL CORPORATION 
Preferred Constantly Strengthening 


The consolidated statement of the 
Pierce Oil Corporation and its subsidiary 
companies for the year ended December 
31, 1920, shows a surplus after charges 
and federal taxes of $3,429,818. This is 
equivalent after the deduction of pre- 
ferred dividends and $1,144,381 set aside 
against a stock dividend declaration to 
$2.34 a share earned on the $23,747,831 
common stock, of $25 par value. The 
company’s earnings in the previous year 
were equal to $2.45 a share on the com- 
mon stock outstanding but in that year, 
no stock dividends were declared. The 
company added to its surplus account 
from operations during the year $1,085,- 
437. 

The company continues to be operated 
upon very conservative lines as may be 
seen from the fact that the gross operat- 
ing income of 1920 was $13,817,106 as 
against $10,263,464 in the previous year, 
an increase of $3,553,641. While there 
was some increase in marketing and gen- 
eral administration expenses, nevertheless 
the company’s total income notwithstand- 
ing a rather heavy falling off in income 
from other sources was about $1,500,000 
more than during the previous year. The 
company’s funded debt during 1920 was 
materially reduced as may be seen from 
‘the fact that interest requirements on this 
item amounted to only slightly more than 
$17,000 against $571,987 during the year 
1919. The financial position of the com- 
pany is growing steadily stronger and it 
is well fortified with cash. 

It would seem that the company’s 8% 
preferred stock is gradually being placed 
in a very strong position, while the specu- 
lative possibilities of the common issue 
are becoming more attractive, and it 
would seem that the company’s earning 
capacity on its common shares was stead- 
ily expanding. 


HAYTIAN AMERICAN CORPORATION 
7% Serial Notes 


The corporation is a factor in the in- 
dustrial development of rich sections of 
the West Indies. It owns and operates 
sugar, railroad, wharf and public utility 
companies in the Republic of Hayti. 
These notes were offered July 1, 1919, ap- 
proximately $99. It was claimed at that 
time that ‘the properties had a value of 
about $12,000,000 and that owing to the 
diversity of the sources of income its 
earning power had unusual stability. 
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HORNBLOWER & WEEKS 


ESTABLISHED 1888 
Members of New York, Boston and Chicago 


Stock Exchanges 


INVESTMENT 
SECURITIES 


42 BROADWAY 
NEW YORE 


Portland 


60 CONGRESS ST. 
BOSTON 


Chicago 











United States Steel 


Premier Industrial of the World 


A sound investment with large 
speculative possibilities 


Descriptive circular immediately on request 


Gude, Winmill & Co. 


Members New York Stock Exchange 
20 Broad Street, N. Y. Telephone Rector 8880 


BRANCH OFFICES: 
Glen Cove, L. I. 


Tel. Glen Cove 381-382 


7 East 45th St., N. Y. 
Tel. 317 Vanderbilt 
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Safety — Stability — High Return 








Holders of Record 
Cities Service 
Company 
Cumulative Preferred Stock 


Cities Service Company in 
the year 1920 further -es- 


Over 24,000 


To Return 8% % 


tablished itself as a leader 
in the petroleum, gas and 
electric industries. Prog- 
ress of the company dur- 
ing the past year described 
in annual report just issued. 
Preferred dividend require- 
ments earned several times 
over. 

Complete details on re- 
quést. 


Ask for Circular P-18 


Henry L. Doherty 


Company 
Bond Department 


60 Wall St., New York 














Railroads 





will have better earnings 
very soon. The trend of 
the Stock Market indicates 
this. KEEP POSTED on 
railroad earnings and 
price-affecting statistics by 
receiving our 


Monthly Railroad 
Bulletin 


which is sent free on re- 
quest. 











We are fully equipped to 
execute your orders in Odd 
Lots or Full Lots of listed 
or recognized securities. 
We will carry your ac- 
count on our Partial Pay- 
ment Plan or on Conserva- 
tive Margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 


7 Wall 


Street New York 














However, the severe readjustment that 
occurred in the sugar markets last year 
had a demoralizing effect upon the sugar 
business and this company with the result 
that it was recently necessary to borrow 
funds to harvest the sugar crop and to 
care for the company’s current expenses. 

The question of whether or not the 
company can avoid serious trouble will 
depend largely upon its immediate earn- 
ings as it is understood to be practically 
without large funds. 


—_——_ 


ILLINOIS STEEL COMPANY 4%s 
First Class Investment 

These bonds are guaranteed as to prin- 
cipal and interest by endorsement by the 
U. S. Steel Corporation. They are calla- 
ble at 105 and interest. No mortgage 
can be placed on the property of the com- 
pany without equally securing the deben- 
tures. Sufficient reserve to retire all prior 
debt of the company, and a balance or re- 
serve of 75% cover actual costs of additions 
and betterments. The entire capital stock 
of the Illinois Steel Company is owned 
by the U. S. Steel Corporation. 

These debentures are listed on the New 
York Stock Exchange, and the security 
underlying them is very high. A good 
market prevails for the bonds at all times, 
and they may be considered first class in 
every respect. 


GOODRICH, B. F. 
7% Convertible Notes—1925 

Outstanding $30,000,000 and redeema- 
ble on any interest date as a whole or 
in part upon 60 days’ notice at 103 and 
interest, to April 1, 1923; at 102 and in- 
terest thereafter to April 1, 1924; at 101 
and interest to maturity. These notes 
carry detachable warrants entitling the 
holder to purchase common stock at $80 
per share at the rate of 12% shares of 
stock for each $1,000 par value of notes. 
These warrants may be exercised at any 
time to and including March 31, 1922, or 
in event of earlier redemption to and 
including redemption date. After March, 
1922, until maturity or earlier redemption, 
the notes are convertible at par into com- 
mon stock at $80 per share, but only if 
accompanied by warrants originally at- 
tached to such notes or by other war- 
rants aggregating the same number of 
shares. 

The notes are a direct obligation of the 
company, which will maintain current as- 
sets equal to 150% of all obligations, ex- 
cluding purchase money obligations on 
property hereafter acquired and reserves 
for Federal taxes, until such taxes are a 
fixed liability. No property shall be mort- 
gaged except in connection with purchase 
money liens on property hereafter ac- 
quired or customary borrowings, unless 
provision is made for payment or redemp- 
tion of this issue. Security and salability 
is high and average interest earnings are 
seven times requirements. 

These are not bonds, but notes, and the 
safety must largely depend on the con- 
tinued good earning power of the com- 


pany. Present earnings are about four 
times interest requirements. 


LAKE SHORE & MICHIGAN 
SOUTHERN 


Debenture 4s—1928 


This is an authorized issue of $50,000,- 
000, all of which are outstanding. In 
conjunction with the Lake Shore & Mich- 
igan Southern Debenture 4s of 1931, of 
which there are also $50,000,000 outstand- 
ing, this debenture is a second and third 
lien on 964 miles of the company’s tracks. 
These debentures are now an obligation 
of the New York Central Railroad and 
are the highest type of security in all re- 
spects. They are listed on the London 
and New York Stock Exchanges, and are 
legal for savings bank investments in “al- 
ifornia, Conn., Mass., New Hampshire, 
Rhode Island and Vermont. 

This security is very closely held and 
owing to the low interest return, is at- 
tractive only for savings banks or trust 
funds. 





INCREASING INTEREST IN BONDS 
(Continued from page 20) 











easier credit conditions. Other parts of the 
country will no doubt also show improve- 
ment in time and the banks in those sec- 
tions may be expected to follow the ex- 
ample of the Boston bank as soon as con- 
ditions warrant. 

Another significant development in the 
money market has been the reduction in 
the discount rate of the Bank of England 
which brought the quotation to 644%, as 
compared with a 7% rate which has been 
in effect for the last year. This reduction 
followed shortly after the lowering of the 
interest rate on British Treasury Bills to 
534%. This lower Bank of England rate 
has no doubt been one of the influences 
underlying the improvement in our com- 
mercial paper and time money markets 
here and should have an effect ultimately 
on all of our money markets. It is these 
factors that bond men are watching and 
it is because of this prospect for much 
easier money in the near future that they 
are so optimistic on the future of the 
security market. All indications would 
seem to point to a substantial improve- 
ment in bond quotations during the 
latter part of this year. 





COTTON BELT’S EXCEPTIONAL 
SHOWING 


(Continued from page 15) 











or 10% points above their present price. 
Following an advance of six points to the 
same price as the terminal 5s, or 69, the 
consolidated 4s would still yield 8.35%, 
which is a high return from this kind of 
a bond. 

In consideration of all the facts as here 
presented, these consolidated 4s appear to 
offer a sound second-grade rail investment 
with as good a chance for immediate ap- 
preciation in market price as any bond 
in the list—vol 27, p 760. 
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Pennsylvania 


Standard railroad of the 
east. Its present finan- 
cial condition and mar- 
ket outlook discussed to- 
gether with a general 
treatise of the railway 
labor situation, among 
other timely articles in 
our current 


Weekly 


Financial Review 


Gratis on request for M.W. 533 


THOS-H-[OWLEY & (0 


Stocks and Bonds 





115 Broadway 
Telephone Rector 5150 


\ LLL 


New York 
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It isn’t possible 


to make an investment more 
secure than has been done 
in our 


7% Georgia 
Farm Mortgages 


We invest our own money 
in them before we ask you 
to invest yours. And we're 
right on the spot to see to 
every detail. 


We have an_ interesting 
booklet ready to mail to 
ou at your request, regard- 
g these splendid farm 
mortgages in Georgia. 


Ask for Booklet B-9 
GEORGIA LAND 
& SECURITIES CO. 

Savannah, Ga. 
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TABULATED RECOMMENDATIONS 
KLAMATH Fats, Oregon. 


Editor, THe MaGazIne or WaLL Street: 

Sir:—I have been one of your readers 
now for over a year and wish to thank 
you for many good articles and tell you 
that I consider that you have given me 
many times the worth of the subscription. 

I have received great benefits both in a 
monetary and an educational sense, and 
consider that I am beginning to get a real 
foundation in the way of investment 
knowledge. 


I am going to offer you a suggestion 
that I think would prove of great value 
to your readers. I am aware that it is 
open to numerous objections but I think 
the great majority would understand that 
your conclusions were merely the result 
of your investigations and would accept 
them in the proper light. 

I would suggest a page to be made up 
of three columns—one to be headed about 
like this: 

“We consider the following stocks to be 
good purchases at, or near, the prices 
given below: 

Under this would follow a list of stocks 
that you considered good buys at the 
prices named. 

The second column would contain a 
list that you would consider good sales— 
at the prices you quote, or which for any 
reason you would advise selling. 

The third column to be made up of 
those that you would suggest switches in. 

No reasons need be advanced as to your 
recommendations. I am sure that I, for 
one, would welcome such a department.— 
E. E. M. 

This is an excellent suggestion, we 
think, and one that we are glad to submit 
to our readers for their approval.—Editor. 


LIKES MASTERSON 


PitrspurcH, Pa. 
Editor, THe MaGaAzine or WALL STREET. 

Sir:—I have very little time for letter 
writing, particularly unless dictated, but 
feel that I must write you regarding your 
Magazine; it appears to be improving in 
every way in every issue. 

I am particularly interested in analyses 
of leading companies and much so at the 
present time, when I feel that one should 
make purchases for the long-pull. I pro- 
pose to invest to the limit of my capacity 
in the spec-vestment class of cumulative 
preferred stocks, up to the time when the 
inevitable rise takes place, and then lay 
back and wait. 

The analysis of Central Leather by 
R. M. Masterson on page 763 of the cur- 
rent issue of THE Macazine or WALL 
Street is the best analysis of any com- 
pany I have ever read, whether put out 
by a statistical company, financial maga- 
zine or brokers’ house organ; it also con- 
tains some general information of value 
such as the statement, “whereas banks 
generally consider a ratio of 3 to 1 an 
excellent condition and in many instances 
even a 2 to 1 ratio is regarded as good.” 
I hope you will have more company 
analyses by Mr. Masterson. 


We Invite You 





—To call at our office 
and look over the 
facilities we offer 
our customers. 

—To send for a copy 
of our “Trading 
Suggestions” which 
discusses several ac- 
tive listed issues 
each week. 

—To send us your in- 
quiries pertaining to 
listed securities, in 
which you may be 
interested. 

May we send you a copy of 

our “Trading Suggestions?” 

Ask for A-234 








Wilson & Chardon 


Members Consolidated 
Stock Exchange of New York 


62 Broadway New York 
Telephone Whitehall 1964 




















Good Oil Stocks 
Aré Always Good 


The Test Is in the Record 


NOWATA 
OIL & REFINING CO. 
Tulsa, Oklahoma 


has paid | % per month on its 
Preferred Stock for 51 con- 


secutive months. 


Production is proved and 
steady 


Circular on request 


WILK & COMPANY 


Investments 
140 South Dearborn Street 
Chicago, Ills. 




















$30,000 
in 15 Years 


You can accumulate this 
additional wealth without 
speculating or gambling. 


Just set aside a_ small 
amount monthly to be in- 
vested in sound securities 
on the 


Partial Payment 


Plan 


It is very interesting to 
see how it works out in to- 
day’s favorable market and 
emphasizes the importance 
of saving and investing 
now. 


Ask for M.W.-31 


R.J. McClelland & Co. 


_ Investment Securities 


100 Broadway, New York 


Rector 0604 

















Exempt from all 
Federal Income Taxes 


$100,000 
Twenty-Year 


6% School 
Bonds 


Payable in Gold in New York 
Direct obligation of prosperous 


County Seat of the banner agri- 
cultural county of the State. 


Price 100 and Interest 


Full particulars upon re- 
quest for Circular M. W. 12 


sa dOO 


Ground Floor, Singer Building | 
89 Liberty Street 


New York 












financial magazine weekly and, hoping I 


would find another magazine that I would 


like better, have given a trial subscription 
to others. I shall not continue them, but 


I have been thinking I would like a 


do intend to renew my subscription to Tu 
MAGAZINE OF WALL STREET. 

I am writing this letter because I believe 
in bestowing praise if it appears to be de- 
served and acceptable—A Subscriber. 





How to Select a Public Utility 
Bond 


General Principles of Investment Apply—Companies Which 
Have Lived Through Recent Depression May Be 
Accounted Exceptionally Strong 


By G. C. SELDEN 


N ATURALLY the general principles 

of investment, as explained in pre- 
vious chapters, apply to public utility 
stocks as well as to other stocks. It 
is just as important to deal through a 
reputable investment house, to examine 
the company’s income accounts for sev- 
eral years, to consider carefully any 
convertible privilege which may affect 
the stock you have in mind, to compute 
the dividend yield from the. stock at 
the current price, to remember that a 
stock giving a very high dividend yield 
on the price is rated by most investors 
as speculative (that being the reason 
for the unusual yield), to note how 
much bond interest or preferred stock 
dividends must be deducted from the 
company’s income before the income 
begins to apply on the stock you are 
considering, to see whether the com- 
pany has been financing itself by new 
bonds or new stock issues, to avoid 
non-dividend paying stocks (as a rule), 
to buy into a company which is grow- 
ing and has good prospects for further 
growth, to find out whether the com- 
pany is being efficiently managed, and 
so on. 


Some Points of Difference 


In certain respects, however, the pub- 
lic utility companies are in a different 
position from other companies. 

By the public utilities are usually 
meant the street railways, interurban 
railways, and companies furnishing gas 
or electricity to consumers. Strictly 
speaking, a steam railroad is a public 
utility, and so is a telegraph or tele- 
phone company, or a water company, 
or an irrigation company; but the term 
is not customarily used by investors in 
this broad signification. 

Street railways do not usually own 
the land on which their rails are laid, 
nor do gas and electric companies own 
the land where their~pipes and wires 
are placed. Instead, they own a fran- 
chise granted by the municipality for 
the use of the streets. Some of these 
franchises are perpetual and some ex- 
pire at a fixed date. It is important, 
therefore, to know whether the fran- 
chises of the company whose securities 
you are considering are perpetual or 
limited. The various investor’s man- 
uals give this information in condensed 
form. 

A number of large public utility com- 
panies—in New York and Chicago, for 


THE 


example—are working in partnership 
with the city in some way, or on @ 
contract with the city. In such cases 
it is necessary to know the general 
terms of the arrangement in order to 
estimate the company’s prospects. 

The rates to be charged the public 
for gas, electricity and street railway 
fares are generally fixed by statute r 
ordinance, and it is a very difficult mat- 
ter to get them raised. The result is 
that when the company’s costs increase 
for any reason it is at a great disad- 
vantage and its net earnings fall off. 
On the other hand, if its costs decrease, 
it will often be able to show extra good 
earnings, because its rates will not im- 
mediately be reduced. 


The Strong Companies 

Since the great advance in all prices 
resulting from the war, the public util- 
ity companies have had a serious prob- 
lem in keeping up their net earnings. 
Wages and the cost of materials have 
about doubled, while rates for gas, elec; 
tricity and street car fares have risen 
only a little and that little has come 
very slowly. The street car companies, 
because of their big pay rolls, have 
suffered the worst. 

For this reason, a public utility com- 
pany which has been able to hold its 
own without any serious decrease in 
earnings during the period of rising 
prices, must be accounted exceptionally 
strong. For prices cannot go on rising 
forever, and when they begin to decline 
such companies will make a good 
showing. 

Steady growth of population in its 
territory is the strongest bulwark a 
public utility company can have. Of 
course a company may be backed by 
this growing population and still be a 
failure, for other reasons, such as mis- 
management or political log-rolling; 
but on the other hand, it is probably 
safe to lay down the rule that the in- 
vestor should not buy into any public 
utility company which has not this ele- 
ment of satisfactory growth of popula- 
tion behind it. 

An Unusual Feature 

One strong point of public utility 
stocks is the stability of the business 
of such companies. People must ride 
to and from their work, in hard times 
as well as in good; they must burn gas 
and use electricity. Very, very few 
persons will economize in these direc- 
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The Advantage 
of Buying 
Odd Lots: 


You—with small capi- 
tal may net realize 


what an opportunity 
Odd Lots offer. 


You envy the man who 
has capital or credit 
and can buy sound 
securities. In Odd Lots 
you have the same op- 
portunity. Let us tell 
you all about it. 


Write for Booklet M. W. 


Gistoim & (HAPMAN 


Members: New York Stockh Exchange 
71 Broadway, New York City 
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tions even though their incomes may 
decrease considerably. The business 
of a steel company may dry up almost 
to nothing in bad times, but not so with 
the business of the public utility. 


For that reason the public utilities 
were, before the war, favored by the 
conservative class of investors who 
were looking chiefly to safety of their 
principal. The experience of these in- 
vestors during and after the war was 
in many cases sad, and illustrates the 
necessity of taking all sorts of factors 
into consideration in selecting an in- 
vestment. But the war was an event so 
unusual that it is not likely fo be re- 
peated, and with the renewed stability 
that prices in general are likely to at- 
tain in peace, it is to be expected that 
eventually public utility issues will 
again return to favor. 

The device of the “holding company” 
is becoming more and more frequent in 
the management of public utilities. One 
large holding company buys control of 
various local public utility companies, 
often in widely separated cities and 
operating under entirely different con- 
ditions. This arrangement improves 
the probability of expert management 
of each operating company, and tends 
to make the holding company’s earn- 
ings more stable because of the wide 
distribution of its risks. If one city is 
afflicted by flood, fire or business de- 
pression, the other cities in which the 
holding company has properties may 
escape or even be unusually prosperous, 
thus keeping up its average of earnings. 











An Era of 


Conservatism 


We have passed through a period 
of inflation and extravagance and 
are entering an era of conserva- 
tism. People are turning to sound 
investment securities because they 
recognize that with the fall in 
commodity prices the income 
from fixed interest-bearing se- 
curities increases in buying power 
and that it will probably be many 
years before money will again 
have such a high purchasing 
power in the investment markets 
as it has today. 

To help investors take advantage of 
present opportunities in the security mar- 
kets we have prepared a special circular 
in which we mention a number of attrac- 
tive Railroad, Industrial and Hydro- 
Electric and other Public Utility Bonds 
yielding 


6% to 8% 


Write for circular No. 752 


Spencer Trask & Co. 
25 Broad Street, New York 
ALBANY BOSTON CHICAGO 


Members New York Stock Exchange 
Members Chicago Stock Exchange 

















THE FUTURE OF SHIPPING 
(Continued from page 17) 











Shall We Sacrifice Our Marine? 


For the American merchant marine to 
pass into decadence now would mean two 
things—firstly that the large national in- 
vestment in our war-built fleet would be 
lost; secondly that America would once 
more become dependent upon foreign ton- 
nage for ocean transportation. Both 
eventualities are undesirable, the latter 
particularly so, because it would consti- 
tute a perpetual impediment to the de- 
velopment of our foreign trade. 

To change the conditions under which 
American ships are operated involves 
changing laws and customs, and whatever 
may be the desirability of this, the proc- 
ess will necessarily be slow. The need 
for relief, on the other hand, is urgent. 
America is confronted with the necessity, 
therefore, of offering such assistance to 
the merchant marine as will offset the dis- 
advantages attaching to American registry 
and will enable our vessels to remain in 
service. There are various ways of ac- 
complishing this, all of which have been 
extensively discussed throughout the ship- 
ping community and in government circles. 
But discussion will not meet the need— 
there must be action. It is no exaggera- 
tion, moreover, to say that this action 
must come very quickly if it is to save 
the American merchant marine from ir- 
reparable harm. 
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THE DECISIVE 
INVESTMENT 
FACTOR 


SaFETY, of course, is the de- 
cisive factor in investing 
money-—by far the most im- 
portant consideration for 
every investor. 


Those whoseek safety should 
seek STRAUS BONDS-—first 
mortgage securities backed 
by a record of 39 years with- 
out loss or delay in payment. 


Write today for our booklet, 
“Common Sensein Investing 
Money.” Ask for 


BOOKLET D-560 
S.W. STRAUS & CO. 


INCORPORATED + ESTABLISHED 1882 
150 Broadway, New York 
Straus Building, Chicago 

Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 


Copyright 1921, by S. W. Straus & Co. 


1% 


First Mortcace 
REAL ESTATE GOLD BONDS 


When you want to 
buy Real Estate Bonds, 
come to a Real Estate 
Firm. 


Cash or 10% per 


month. 


Interest at 7% al- 
lowed from date of 
payment. 


Send for Booklet No. 905 


“14 Points of Safety” 
L REALTY 


STATE-LAKE BUILDING 
CHICAGO 
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Wholesale Commodity Prices, Civil War and To-day 


prepared by Industrial Department of The Liberty National Bank of New York. 
Bradatreet's Commodity 


World War, monthly 
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The trend of prices after the Civil War 
and the World War is graphically ex- 
hibited in the accompanying diagram. 

In estimating the value to be placed 
upon this comparison, account must be 
taken of the following facts: Fifty-five 
years ago the United States was a debtor 
nation; its imports exceeded its exports; 
we were borrowing large amounts to 
finance the building of railroads and for 
other purposes; the United States was not 
on a gold basis, as were other principal 
nations, and our commodity prices had 
risen to a much higher level than those 
which were then prevailing in other coun- 
tries. 

At the present time all of these condi- 


tions are reversed. The balance of world 
trade is heavily in our favor, we have a 
centralized banking organization and a 
more elastic credit system and prices here 
have advanced relatively less than in 
Europe. Wages, furthermore, have ad- 
vanced on the whole as rapidly as prices, 
which was not the case during the Civil 
War. 

While making allowances for these dif- 
ferences in fundamental conditions it is 
to be noted that the intensity and scope 
of the present decline in prices is almost 
identical with the decline which took 
place in 1865, immediately at the close 
of the Civil War.—(The Liberty National 
Bank.) 





OCEAN LEATHER COMPANY 
A True Fish Story 

The following inquiry has been re- 
ceived by THE MAGAZINE oF WALL 
STREET. 

“Will be glad to have you give me 
some information concerning Ocean 
Leather Company. They propose to 
operate plant here provided a certain 
amount of stock is subscribed. Will be 
glad to have your opinion of the com- 
pany financially and morally?” 

The reply of our Inquiry Department 
follows :— 

Ocean Leather Company was incor- 
porated under the laws of Delaware 
with an authorized issue of $1,000,000 
in 7% cum. preferred stock of which 
$225,000 is outstanding and 400,000 
shares of cofhmon stock of which 310,- 
000 are outstanding, these having no 
par value. 

The company claims a complete 
monopoly of the sea leather business 
and it is a question whether any other 
company or individual would contest 
its supremacy. In its prospectus it 
makes some very alluring estimatés as to 
profits from the catch of 1,000 sharks 


and 100 sea mammals per day. It fig- 
ures the net daily income from leather 
and by-products at $14,000 from the 
sharks and a net of $2,000 from the sea 
mammals. On this it figures a total 
annual net income of $4,000,000. 


come it would have to catch during the 
year 365,000 sharks and 36,500 sea mam- 
mals. You can thoroughly appreciate 
of course that a catch of that size is a 
mere matter of detail. The sharks, by 
the way, should be seven feet long and 
weigh about 250 pounds in order to 
produces the proper yield. It is cer- 
tainly a very alluring proposition when 
one considers the number of sharks 
cavorting about the ocean. 

Of course, in these ultra modern 
times all things are possible and it 
might be that the company could make 
good, but the speculative chances are 
against the stockholder. If we were 
asked to subscribe for the stock, even 
though it meant the building of a shark 
plant in our town, we would be in- 
clined to go slowly in the matter of 
enthusiasm. 

The moral aspect is rather a question 
of balancing civic pride against the 
probability that a new and novel in- 
dustry will make good from its incep- 
tion. Does it not require unusual cour- 
age to take the plunge? It’s rather 
rough on the sharks! 


THE MAGAZINE OF WALL STREET 








pe i ee ee |) ee | 


—— FF OV Se wae ww ww 











Oil Stocks 


Demand attention of Investors 
at the present time. 


We offer several issues that 
will prove profitable Invest- 
ments. 


Write us for circular 


Johnson & Green 


Investment Securities 
619-20 H. W. Hillman Bldg. 
Los Angeles Calif. 








Important Dividend 


Announcements 














California Oil Stocks 


Western Mines 


We specialize in all Western 
Unlisted Securities 


Richfield Oils 
Huntington Beach Oils 
Yellow Taxicab of Los 
Angeles 


California Industrials 


Weekly News Letter on Request 
Dept. M. S. 


BERTRAM D. LACKEY 
& COMPANY 


Stock Brokers since 1906 


414 Stock Exchange Bldg. 
Los Angeles, Calif. 


To 


obtain a dividend directly 


pany, the stock must be transf 
owner’s name before the date of 
the company’s books. 


Ann 
Rate 


Paid to 
Amt. Stock of 
Name Declared Record 


. ALaF F Engc stk d.z15% 


Am Radiator, p.... 14%Q 
Am Radiator, c($25) $1 Q 
Am Tobacco, c..... 3 %Q 
Am Tobacco, c B... 3 %Q 
A, T & S Fe, c.... 14%Q 
4%M 
Cities Service, pB. %%M 
%%M 


Cities Service, p... 


Cities Service, c... 


. Cities Service, c ext.c14%% 


$3.50 


. Cities S, b s(no p).gg35%ec 


Clev & P, rg gt($50).87%e O 


$2 Clev & P, sp gt($50).50¢ O 


6% 
7% 


Colum G & Elec.... 14%Q 
Consol G(N Y).... 14%%Q 


. Det Unit Ry, st d..x2%% 


Eastman Kodak, p.. 14%Q 
Eastman Kodak, c.. 24%Q 


. Eastman K, c ext..10 % 


. Eastman K, c ext.. 5 % 


% General Asphalt, p.. 14%Q 


7% 
5% 
8% 


General Cigar, p... 14%Q 
Gillette S R (no p).$3 Q 
1%%Q 
Inland Steel ($25)..25¢ Q 
Internat. Harv, p... 14%Q 
Liggett & M Tob, c. 3 %Q 
Liggett & M Tob,cB 3 &%Q 
2 %Q 
National Lead, p.... 14%Q 
Norfolk & West, c.. 14%Q 
Pressed Steel Car, p 14@%Q 
Pressed Steel Car, c 2 %Q 
Pure O Co, c ($25).td4 % 
Read Co, Ist p($50).50e Q 
Southern P L 

S O of Cal ($25)... 
Stduebaker Corp, 
Studebaker Corp, C. 

Union Tank Car, 

Union Tank Car, c. 

U S Steel, p 

U S Steel, c 

Woolworth (FW),c 2 %Q 


Illinois Central 


May Dept. St, c.... 


e Payable in common stock. 
gg Includes regular monthly %% cash dividend 
and cash proceeds from sale of stock dividends 
due on Bankers’ Shares. 
td Payable 2% in cash and 2% in stock. 
x Payable in stock. 
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This department keeps 
them in touch with the 
investment situation, and 
enables them to buy and 
sell securities in the New 
York market, no matter 
where they may live. 


OUR BOOKLET 


“Investing by Mail” 
TELLS HOW THIS IS DONE 


If this service would be of use 
to you let us send you a copy. 


Members 
New York Stock Exchange 


66 Broadway New York City 











OME corpora- 

tions issue 

bonds in $100 de- 
nomination. 


These have wide 
appeal to the small 
investor. 


We publish a list of 
them showing ma- 
turity date, price, 
and yearly yield. 


Request MW -9 


AE Fitkin &Co. 
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JAMES H. PERKINS 


James H. Perkins Recently Elected Presi- 
dent of Farmers’ Loan & Trust Co. 


James H. Perkins of Montgomery & 
Co. was recently elected President of the 
Farmers’ Loan & Trust Co. to succeed 
Edwin S. Marston, who has been Presi- 
dent of the institution for years and re- 
tires on a pension June 16. Mr. Marston 
has been connected with the Farmers’ 
Loan & Trust Co. for thirty-eight years. 
He is about 70 years old. 

Mr. Perkins has been active in the 
financial district since 1914, when he be- 
came a Vice-President of the National 
City Bank. Some time before that he be- 
came a Vice-President and subsequently 
President of the National Commercial 
Bank of Albany succeeding as head of 
that bank Charles B. Sabin, now Presi- 
dent of the Guaranty Trust Co. 

Mr. Perkins, who was graduated from 
Harvard in 1898, became associated with 
the Baker Chocolate Co. of Milton, Mass., 
and worked his way to an executive post 
with that concern, In 1908 he became 
identified with a trust company in Boston, 
and since then had continued in the bank- 
ing business, with the exception of the 
time he spent in war service. 

In the war he joined with Col. Grayson 
W. P. Murphy in Red Cross work and 
went to France with that organization. 
When Colonel Murphy was transferred to 
active service with the expeditionary 
forces, Mr. Perkins took command of the 
Red Cross work in France, and for his 
services received several decorations. 

In 1919 Mr. Perkins resigned as Vice- 
President of the National City Bank and 
became a partner in Montgomery & Co. 


THE EQUITABLE TRUST COMPANY 


Celebrates 50th Anniversary 

In commemoration of the passing of the 
half century mark, the officers of The 
Equitable Trust Company gave a dinner 
at the University Club, Tuesday evening, 
April 19, in honor of President Alvin W. 
Krech, and the trustees of the company. 
A handsome silver loving cup was pre- 
sented to Mr. Krech by the officers. In 
a brief address Mr. Krech brought out the 


following milestones in the company’s 
history. 

The Equitable Trust Company was 
chartered April 19, 1871 by special act of 
the New York State LegfSlature under 
the name of the Traders Deposit Com- 
pany with an authorized capital of $50,000 
of which $16,000 was paid in on May 27th 
of the same year when the company was 
organized and proceeded to business. 

On April 2, 1962, the paid in capital 
stock was increased to $1,000,000 and the 
corporate name of the Deposit Company 
was changed to its present title and its 
activities were extended to include every 
bank and trust function authorized by the 
state banking laws. 

In 1909 The Equitable in accordance 
with the spirit of the progressive insti- 
tutions of that period conducted a series 
of important mergers resulting in a tre- 
mendous growth and the centering in this 
company of wide and diversified connec- 
tions. Since 1912 the company has con- 
tinued to make rapid strides in size and 
prestige. 

The story of the growth of The Equit- 
able is a business romance. In 1902 the 
officers and clerical force numbered about 
23. Today there are approximately 1,151 
officers and employees in New York alone. 
The foreign branches, offices and corre- 
spondents of the company cover all parts 
of the world. 

The Equitable has a highly developed 
system of correspondent banks throughout 
the world, numbering about 11,000. This 
year several important branch offices have 
been established in the United States and 
direct wires installed to Atlanta and Chi- 
cago. A San Francisco office is now be- 
ing established to facilitate the company’s 
Pacific Coast business. In addition to its 
branches in Paris and London, agencies 
have been established in Mexico City, 
Buenos Aires and Shanghai. The Shang- 
hai office recently has been taken over by 
The Equitable Eastern Banking Corpora- 
tion, a subsidiary of The Equitable Trust 
Company which has been organized to 
take care of the far Eastern business of 
the company. 





GOLD IMPORTS 


Gold accumulations abroad would 
strengthen currency systems and re-estab- 
lish credit, and would thus contribute to 
restoring equilibrium and stability to the 
international exchanges. 

Gold accumulations here, on the other 
hand, in their present rapid pace, simply 
contribute new elements toward a renewal 
of inflation, and, by just the degree in 
which they do that, stand in the way of 
restoring equilibrium and stability to the 
international exchanges. 

Without the extension of long-term cred- 
its abroad to take the place of the liquid 
credits, * * * gold is bound to come 
here in return for our exported goods, 
inasmuch as the sole means of payment 
for those goods, beyond credit and goods 
produced abroad and sent here, is gold. 
Until it is determined, then, that American 
credit will stand behind and support Amer- 
ican exports, it is inevitable, unless those 
merchandise exports fall even further than 
they have already fallen, that specie pay- 
ments will continue—Mechanics & Metals 
National Bank. 
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RETAIL PRICES OBSTACLE TO 
BUSINESS 

In its April review of business condi- 
tions, the Federal Reserve Board says, in 
irt: e 
“Among the factors that are retarding 
readjustment are retail prices, high trans- 

rtatiom charges, wages and the relatively 
high prices of such highly important 
equisites of production as coal and steel. 
The most important immediate point at 
which the readjustment process appears 
to be ‘sticking’ is the retail price situa- 
tion. 

‘Wage employment conditions were re- 
cently made the subject of a special in- 
quiry by the Federal Reserve Board. 
While the inquiry shows that labor is par- 
ticipating in the process of readjustment, 
the participation has been uneven as be- 
tween different sections of the country, 
as between different lines of industry, 
and as between different groups of labor. 
Wage readjustment has been greater 
among unskilled workers and those not 
possessed of a strong trade organization, 
and especially in sections of the country 
whose industries have felt in a peculiarly 
high degree the effects of readjustment.” 


The New-Book Letter 


IMMIGRATION AND THE FU- 

TURE—by Frances Kellor. 

A frank analysis of America’s great- 
est national problem. The following 
are but a few of the important topics 
discussed in this volume: “Is Immigra- 
tion Essential to the Economic Devel- 
opment of This Country?” “Will the 
Troubles of Europe Be Solved in Amer- 
ica?” “Shall American Citizenship Be 
Compulsory?” etc. 

Price, $2.65, postpaid. 














PRACTICAL BANK OPERATION— 
by L. H. Langston, under the direc- 
tion of the Educational Committee 
of the National City Bank of New 
York (2 volumes). 

One of the most important works on 
banking ever published, covering all 
the characteristic functions of an inter- 
national bank, including deposit, note- 
issuing, exchange, loaning, the fiduciary 
or trust functions, and accounting, pur- 
chasing and personnel. It is profusely 
illustrated with practical working forms. 
The methods outlined may be adapted 
to the requirements of either large or 
small banks. Price, $8.00, postpaid. 


LABOR AS AN INTERNATIONAL 
PROBLEM—by Hon. G. N. Barnes, 
M. P., Ex-Cabinet Minister, Delegate 
to the Labor Commission on Inter- 
national Labor Legislation, Paris 
Peace Conference. 

A series of essays comprising a short 
history of the International Labor Or- 
ganization and a review of general in- 
dustrial problems, explaining the con- 
stitution, functions, procedure and pol- 
icy of this organization. 

Price, $7.25, postpaid. 


ACCEPTANCES TRADE AND 
BANKERS’ — by Park Mathewson, 
vice-president of the Business Bourse, 
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FIVE BOOKS IN ONE 


New 
Consolidated 
Tables of 
Bond Values 


In this one volume are com- 
bined the following publications: 
Twenty-first Edition Bond Values. .$3.50 
High Yield Tables 
Quarter Rate Bond Values.......... 5.00 
Stock Yields 
Interest Tables 

This book is even more compre- 
hensive since it gives the yields 
from 2.90 to 15% throughout the 
entire maturities, 6 months to 100 
years, and has all coupon rates 
commonly used. 


Price $15.00 


Write for full particulars to-day 


Financial Publishing Co. 
“Service Books of Finance” 


controlling the 
Montgomery Rollins Publications 


17 Joy Street Boston, Mass. 








If you need 


a man with 


this experience 





| would like to talk with 
you. 


1. District Sales Manager 
of large organization sell- 
ing personal service—uni- 
versally recognized as the 
hardest of all things to sell. 


2. Personal Selling Experi- 
ence 
in same connection. 


3. Advertising Manager 
of same organization. 


4. Publicity Manager 
of concern manufacturing 
electric power machinery. 


5. Engineering education. 
This experience has cov- 
ered thirteen years, and it 
has been successful. 


Address Box No. 6, The 
Magazine of Wall Street. 























This weekly analysis of the Technical Position of the 
Stock Market is a growing feature of the Investment and 
Business Service published by the Magazine of Wall Street. 


This analysis is coming more and more into the public 
eye because it is unique, distinctive, specific and accurate. 


There is no other service like it in the Street. 


A glance at the opposite page will show you how 
accurately this analysis pointed out, on April 21st, an impor- 
tant change in the position of the market. On the day this 
letter was received by subscribers, the opening prices of a 
few of the stocks therein referred to were far below the present 
level as follows: 


Opening Price Highest Up Points Opening Price Highest Up Advance 
Stock April 22 to May 6 Advance Stock April 22 to May 6 Points 


General Asphalt 78% 14% Kelly Springfield 54% 14% 
Cosden 44% 6% United Retail Stores 58% 8% 
Mexican Petroleum 156 11% _ U.S. Indus. Alcohol 74% 8 
Reading 77% 9% Am. Hide & Leather pfd... 43% 54% 11 
Chesapeake & Ohio 65% 5% Am. Woolen 72% 82% 9% 
Colorado & Southern 39% 5% Chandler 82% 86 3% 
86% 5% Studebaker 86% 93% 7 
Bethlehem B 65 10% United Fruit 106% 113 6% 
Vanadium 403, 11% Marine pfd. .............. 50%: 58% 8 


If your judgment, or that of your broker or security 
market adviser, enabled you to derive as much benefit from 
the recent advance as this analysis produced for subscribers 
to the Investment and. Business Service, then you do not 
need this valuable aid in your investment and speculative 
operations. 


But if such is not the case, the $100 per annum (less 
than $2 weekly), which is the subscription price, is an absurdly 
low figure for service that can be secured nowhere else. 


The above is only one feature of the Service. Write for a sample copy—lIt will tell its own story. 
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Position of the Stock Market 


Based Upon an Analysis of the Technical Positior{hursday Morning, April 21, 192 














lS Stocks in the best position are printed in italics. 


Note—As the position of groups and securities are subject to sudden and frequent changes, it is ad- 
visable to limit the risk on all transactions based on distribution or accumulation indicated below. 


GENERAL MARKET. 


The average price of 50 stocks has made a gain 
during the past week. The rails recovered sharply 
and have held most of their advance. The industrials 
have done almost as well. The greatest element of 
strength has been in the public utility group, “but 
numerous “Other groups are either in a sold out con- 
dition ot are showing symptoms of strength. A few 
issues are stil] sensitive to bear raids, but these latter 
are becoming less in number and effectiveness. Action 
of the market is distinctly encouraging to holders of 
stocks. 


STRONG GROUPS. 


Ous—Gen, Asphalt, Cosden and Middle States in 
strong up trend. Accumulatj x. Pet. around 
140 should lead to further advance. Pan Am. should 
follow Accumulation of Col. Gas, Pure Oil, Royal 
Dutch, Shell, Sinclair, Stand. Oil of N. J., Texas Co., 
T. & P. Coal & Oil, Transcont., Union and White. 

RanS—Accum. of Atchison, B. & O., C. & O., St. Paul 
com. and pfd., Ch. & N'’west., Rock Island, Col. & 
So., Ill. Central, L. V., Mo. Pac., N. Y. Central, 
Norf & West., Pere-Marq., Pitts. & West Va., Read- 
ing, So. Pac., St. L. & San Fran. com. and pfd., 
Uniorf Pac., Wabash A., St. L. & So. W. com. and 
pfd.,- West Pac. com and pfd.. Still some weakness 
in Atl. Coast, D. & H., Erie, L. & N., Pennsylvania. 


Strets—Investment accum. of U, S. sod has about 
exhausted the floating supply at this level and the 
next important move in this stock should be up- 
ward. Beth. B. is in a similar position. Accum. of 
Col. Fuel, Replogle, and Vanadium. Crucible, 


Lackawanna and Republic doubtful. Midvale sold 
out. Upward trend in Nova Scotia. 


Mininc & SmeELTING—Accum. of Am. Sm. & Ref. under 
40; Utah, Greene Cananea, Anaconda, Chino, Cer- 
ro, Inspiration, Kennecott, Miami, Ray, Seneca. 

EquipmMents—Am. Car Fdy., Loco. and Baldwin look 
better and may improve. Gen. Elec. very strong. 
Accum. of Haskell around 55, Air Brake under 75, 
Pressed Steel around 85. Weakness in Pullman, 
R’way Steel Spring. A little distrib. W"house. 

Tires—Accum. of Ajax, Goodrich, Fisk, Kelly and 
Keystone. U.S. Rubber doubtful. 

Tosaccos—Strong accum. of Am. Sumatra around 
72-3; Am. Tob. about 115; Un. Ret. Stores about 
50. Lorillard and Liggett in a strong position. 
Tob. Prod. looks better but still a little doubtful. 

Foops—Accum. of Cal. Pack., Corn Prod. and Wilson. 
Food Prod. doubtful but pool might advance it 
when others show strength. 


Cuemicats—Weak rally in Allied Chem. Accum. of 
Am. Agri. under 50; Int'l. Agri. pfd., 45-8; Alcohol 
65-7; Va. Chem. around 30. 

LeaTHERS—Accum. of Hide & Leather pfd. under 45; 
Central Leather under 35; Endicott Johnson, 61 
in strong position. 

Macuinery & Mrc.—Up trend in -Allis Chalmers. 
Accum. of Pneu. Tool, Harvester; Worthington 
under 50. Enameling doubtful. 

Pustic Urirrmes—Strength in Am. T. & T: and 
Cons. Gas. A little distrib. No. Am. around 60. 
Accum. Pac. Gas under 50. Profit taking in 


Peoples Gas. 
TEXTILES—CReaccum. Am. Woolen 70-73; Asso. Dry 
goods aroun : é around 19. 


Misc. LNoustriaLs—Am. Ice, Burns Bros. and Pitts. 
Coal in a bullish position. Accum. Am. Can and 
Cont. Can. Weakness in Linseed. Pool rallied 
Col. Graph above 9. Strength in Famous-Players, 
N. Y. Dock, Sears-Roe. Distrib. U. S. Realty. 


DOUBTFUL GROUPS. 
Moror in strong position. Liquidation 


of Gen Mote gntinues. Hupp reactionary. 
Accum. o Studebaker Int. Motor Tr. but Pierce 
and Willys pfd- doubtful. Profit taking in White. 


Motor Accessories—Accum. of Fisker Body under 
85. Stew.-War. still heavy. Others doubtful. 
Sucars—A little accum. of Am. Beet, & Cuban Am. 
Weakness in Am. Sugar, Cuba Cane & Punta. 
Suippinc—Un. Fruit and Marine pfd. in strongest 
position. Am. Int'l. and others doubtful. 
Papers—aA little accum. of Am. Writ. P., 31. 
Paper being distributed. Union Bag doubtful. 


CONCLUSION. 


It will be seen from the above that most of the 
groups have swung over to the strong side. The 


market has therefore made progress in the improve- 
ment of its technical position j 
to bullish developments. These may appear at any 
tine OF Whey mes be farther delayed, but it is diffi- 
cult to make money on the short side of such a 
market and te lle te let 
a definitely bullish position. ere may be further 
ar raids, dividend cuts and other symptoms of the 


end of the readjustment period, but we expect the 
market will begin very soon to discount an improye- 


ment in business conditions within the next several 
months. 4 


Int’. 
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He Profits Most 
Who Covets 
Profit Least 


You cannot have both abso- 
lute safety of principal and a 
high rate of interest. Low 
rates evince safety—high rates 
risk. 

When you invest in Guaran- 
teed First Mortgage Certifi- 
cates you get 544%, the high- 
est rate you can expect with 
a loss-proof investment. 

We guarantee the payment of 
princi and interest in any 
and events. 


Send for Booklet M26 


LAWYERS 


MORTGAGE CO. 
Capital and Surplus 
$9,000,000 
59 Liberty St.. New York 
184 Montague St., Brooklyn 
4 Herriman Ave., Jamaica 


GUARANTEED FIRST 
MORTGAGES ONLY 











$5,500 Returns $550 Yearly 
$1,100 Returns $110 Yearly 
$550 Returns $55 Yearly 
$220 Returns $22 Yearly 
Invested in An Established 
Finance Corporation 


—Enjeying unusual confidence. 


—Well protected stringent State 
Banking er Loan Ewe: 

—lending mon: en good security on 
the safest teas ooo te A 
widely distributed small loans. 

—Under strong management, with an 
enviable 7 years’ record of proved 
dependability. 

—An o unity to share in at least 
one-third of the large yearly profits. 
—Paying @ total of 11% to the bond- 
holders «ow for several years 
pest, and growing steadily with the 
solid a of its loon service in 
tates. 


Qver a Quarter Century of experience 
finance and business management is 
i our recommendation of this in- 
vestment. 


Send for Circular B giving full details. 


Clarence Hodson & Ch. 
S¥isiine Above mt avenge: 


26 Cortlandt St., N. Y. C. 
Branches in Many Principal Cities 








with an introduction by William 
Walker Orr, assistant secretary, Na- 
tional Association of Credit Men. 
The endeavor in this volume is to 
offer simple and practical explanations 
of acceptance principles and procedure, 
as demonstrated in actual use by great 
numbers of bankers and business con- 
cerns in the United States and foreign 
countries. Price, $3.50, postpaid. 


SELECTED READINGS IN PUB- 
LIC FINANCE (2nd edition)—by 
Charles J. Bullock, Prof. of Econom- 
ics in Harvard University. 
Supplements the textbook and lec- 

tures in a general course in finance. 
The selections are taken from the writ- 
ings of representative authors who 
have contributed to the development 
of the science of public finance. Mod- 
ern monographic or periodical litera- 
ture, as well as documentary, descrip- 
tive and historical material, is freely 
drawn on. Price, $4.15, postpaid. 


ECONOMIC DEVELOPMENT OF 
THE U. S—by Isaac Lippincott, 
Prof. of Economic Resources in 
Washington University. 

Economic history of a new type, that 
gives a clear and always interesting 
account of the economic development 
of the United States, from the first set- 
tlement down to the present day. The 
work is brought down to 1920 and in- 
cludes the war development and regula- 
tion of industry and also the measures 
enacted by Congress to put the indus- 
tries of the country back on a peace 
basis. Price, $3.70, postpaid. 


VITAL FORCES IN CURRENT 
EVENTS — by Morris Edmund 
Speare and Walter Blake Norris, of 
the Department of English in the 
United States Naval Academy. 
Readings on present-day affairs from 

contemporary leaders and thinkers. The 

following are a few of the main chap- 
ter headings: “Some Problems of Re- 
adjustment”; “The Essentials of World 

Peace”; “Understanding Other Na- 

tions,” etc. Price, $1.00, postpaid. 


WAR-TIME STRIKES AND THEIR 
ADJUSTMENT —by Alexander M. 
Bing, with an introduction by Felix 
Adler. 

A complete account of the labor diffi- 
culties which occurred during the war 
and of the machinery which was cre- 
ated to adjust them. The different 
Government boards and commissions 
are thoroughly dealt with, and their 
actions in various emergencies de- 
scribed. Separate chapters are devoted 
to the question of hours and wages, 
and others to a discussion of the psy- 
chological background of industrial 
conflict from the point of view of the 
worker, the employer and the public. 

Price, $2.65, postpaid. 


SCIENTIFIC METHODS OF IN- 
VESTING AND TRADING IN 
STOCKS—by G. C. Selden, author of 


“Investing for Profit,” “Practical 
Points on Stock Trading,” “Tidal 
Swings of the Stock Market” and 
numerous other financial books. 


This new book sums up in condensed 
form the conclusions reached by a life 
study of the subject. It points out the 
fundamental reason why the public does 
not make money and outlines as briefly 
and definitely as possible the methods 
which have been found or observed to be 
of practical value in overcoming the diffi- 
culties encountered. 

Price $1.10, postpaid. 


OUR ECONOMIC ORGANIZATION 
—by Leon C. Marshall, Professor of 
Political Economy, The University of 
Chicago, and Leverett S. Lyon, As- 
sistant Professor of Commercial Or- 
ganization, The University of Chi- 
cago. 

The matters with which this book is 
concerned are the functions, the uses, the 
work, of banks, of business organization, 
of competition, of education and of other 
vital factors which together constitute our 
modern problems. 

Price $2.00, postpaid. 


MODERN BUSINESS CORPORA- 
TIONS (2d Edition) —by William 
Allen Wood, LL.M., of the Indian- 
apolis Bar. 

Includes the organization and manage- 
ment of private corporations with finan- 
cial principles and practices, also sum- 
marizes court decisions of private busi- 
ness corporations, and explains the opera- 
tions and consolidation of corporations 
and other kindred subjects. 

Price $4.10, postpaid. 


al 


PRACTICAL EXPORTING (6th Edi- 
tion)—by B. Olney Hough, Editor, 
American Exporter, Author of “Ele- 
mentary Lessons in Exporting,” 
“Ocean Traffic and Trade,” etc. 

This book tells how to get and handle 
export trade. It is written especially for 
the manufacturer and the exporter by an 
authority on the subject. 

Price $6.25, postpaid 


THE ACCOUNTANT?’S DIREC- 
TORY and WHO’S WHO—1920— 
by Rita Perine, Editor, and Leonard 
Bickwit, Associate Editor. 

The aim of this book is a publication 


fully and fairly representative of the 
standing of all American accountants 
who are possessed of recognized char- 
acter, skill and practical experience. 
Price, $10.10, postpaid. 


MANUFACTURING INDUSTRIES 
IN AMERICA—by Malcolm Keir, 
A.M., Ph.D., Professor of Economics 
at Dartmouth College. 

Among men actively engaged in 
manufacturing there has been a grow- 
ing desire to know their own business 
in all respects. Since all industries are 
more or less associated, an investigation 
of one soon leads to search into allied 
fields. This book is designed as an 
aid in such studies. 

Price $3.15, postpaid. 
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mest direct from the is frm to the readers of THE 
Minkzink Or WALL STREET FREE OF CHARGE 


We advise our readers 
mmediate touch with what is going on in W 
ir in's “Specialised Service { 


to freely take advan 


this service, which will keep them in 
7 obligation. 


Wall"Sirect without any expense or 


Advertising Dept. 
MAGAZINE OF WALL STREET, 42 parses New York wand 


“EQUIPMENT TRUST SECURITIES” 
Describes the many special 
features of railroad equipment 
trust securities, with an inter- 
esting discussion of the origin 
and development and the oper- 
ating features of the Philadel- 
phia Plan. Sent on = 


RESULTS OF WHAT TWO 
INVESTORS DID 
The complete story of what 
happened to Smith and Jones is 
interesting, and may prove prof- 
itable to you. The problem of 
how to invest your —— safely 
and profitably may be solved by 
reading their story. It is told 
in a pamphlet entitled “Two 
Men and Their Money.” (133) 


FAITH IN A SECURITY 
SHOULD BEGIN AT HOME 
This is the belief of one in- 
vestment security house and the 
story of why they have Guar- 
anteed their security is b- 
lished in an interesting booklet, 
which will be sent wpon rogers’. 


|| COMMON SENSE IN INVESTING 
| MONEY 

This booklet has been com- 
piled to help everyone who 
wishes to invest money safely. 
It will appeal strongly to all 
who are practising thrift, who 
are spending less than they 
make and who, from month to 
month, and year to year, are 
building up a surplus to safe- 
guard the future. (128) 


INVESTMENTS IN NATIONALLY 
KNOWN COMPANIES 


discussing stocks 
whose profits are Sacal @ en na- 
tion-wide demand. (120) 


PARTIAL PAYMENTS 


._ An interesting booklet has 
been prepared ae old-estab- 
lished Stock change firm, 
which explains in detail how the 
small investor can take advan- 
tage of present low prices in se- 
curities by making moderate 
initial payment and small month- 
ly payments thereafter. (137) 
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“ESSAY ON EXECUTIVE 
EFFICIENCY” 


Successful business executives 
are agreed that an interior tele- 
phone is an absolute necessity in 
organizations where there are 
two or more departments be- 
tween which there is frequent 
communication. 

The “Essay on Executive Ef- 
ficiency” analyzes the close re- 
lationship that exists between 
maximum office efficiency and 
dependable intercommunication. 
A copy will be sent gratis to 
executives who request same on 
their business letterhead. (145) 


MONTHLY RAILROAD BULLETIN 


Gives monthly gross and net 
earnings of all 4 railroads, 
tabulated in simp! concise 
form. It gives ot - informa- 
tion and statistics of importance 
to investors. (53) 


CANADIAN MOTORS 


An interesting descriptive cir- 
cular, which discusses the busi- 
ness and status of one of the 
largest Canadian motor manu- 
facturers, is now ready for dis- 
tribution to investors. (141) 


WHAT TO DO WITH YOUR 
SAVINGS 


A valuable booklet for the 
man who would attain financial 
independence, discussing a par- 
tial payment plan of merit. (143) 


STANDARD OIL STOCKS 


Booklets on Standard Oil 
stocks, prepared by a _ well- 
known stock exchange firm, will 
be mailed on request. (144) 


FIRST MORTGAGE 8% SINKING 
FUND GOLD BONDS 


A circular describing a new 
issue of an interesting nature 
will be sent on request. (140) 


ATTRACTIVE INVESTMENT LIST 
A New York Stock Exchange 
firm has ready for distribution a 
well diversified list of attractive 
investments yielding from 6% to 


9%. (136) 


GUARANTEED FIRST MORTGAGES 
ON NEW YORK CITY 
REAL ESTATE 


A beautifully illustrated book- 
let addressed to the careful in- 
vestor, containing a colored 
map showing the transportation 
system of Greater New York. 





PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 


happenings. 
The risk is limited to the cost 
of the Put er Call. 


Explanatery booklet 14 sent upon 
request, Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calis 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORE 
Phones: Rector 9076-9079 








U. S. Steel Common 


I have prepared a little chart covering 
the fluctuations in this steck from Oc- 
tober 15, 1917, to September 13, 1918. 


Puts and Calls closed out for my clients 
during 1918 returned them from $721 to 
$4,730 Net Profit ever their cost price. 
Similar opportunities, if not better, ex- 
pected in the coming year. 

Puts and Calls enable you on a small 
cash outlay to take advantage of the 
fuctuations either way with your cost 
and risk at all times limited to the 
dollar while profits are unlimited or all 
that a rise or a decline in a stock 
permits. 


OUT of TOWN CUSTOMERS 


My out of town customers who are not 
in touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calis just as though they were 
im my office So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calls 
Endorsed by Members of the N. Y. 
Stock Exchange 
20 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1898 
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NEW MONTEREY 
HOTEL 


NORTH ASBURY PARK, N. J. 





OPENS JUNE 18, 1921 





Accommodates 600. All rooms outside ones. 
Hot and cold salt water in all bath rooms. 
Perfect service by white employees. 





BEAUTIFUL GRILL ROOM 


Daily concerts. 
Jazz band for dancing. 
New 18-hole golf course. 





NEW YORK BOOKING OFFICE 
8 West 40th Street 


W. H. WESTWOOD, New York Representative 





SHERMAN DENNIS, Manager 


TO-DAY’S 
OPPORTUNITIES 


Time-tested income produc- 
ing securities to yield as high 
as 10% may be accumulated 
through systematic investing 
of funds under terms of the 


PART PAYMENT 
PLAN 


which calls for a nominal 
initial deposit followed by 
convenient monthly payments. 
Descriptive booklet with copy 
of our semi-monthly publi- 
cation 


“SECURITIES SUGGESTIONS” 


Will be mailed free on request 
Ask for 


R.C.MEGARGEL& Co. 


27 Pine Street New York 














CITIES SERVICE CO. 
BANKERS 


14% 


Company has been a consistent dividend- 
payer for ten years. Pay monthly divi- 


dends. _ for earning statement and 
Circular M 


NICHOLAS AYRES & CO. 


STOCKS BONDS 
2 Rector St., N. Y. Tel. Rector 2083 
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ell us to send you prea direct 
from our factory, BOX OF FIFTY 
FOMENTO CUBA RICOS. 4%- 
inch, Londres shaped, mild, im 








Adjustable Table Co 
Allied Packers 
American Exp. Co 
Ayres & Co 


Banco Di Roma 

Brandon, Gordon & Waddell 
Byllesby & Co 

Butler, G. W 


Chisholm & Chapman 
Cowley & Co 


Diaz Havana Co 
Doherty Co. 

Duff Freiday & Co. 
Equitable Trust Co 


Financial Pub. Co 
Fitkin & Co 
Forman & Co 


Georgia Land & Sec. Co 
Graham & Miller 
Graham, Sanson & Co 
Greenshields & Co 
Guaranty Co. of N. Y 
Gude, Winmill & Co 


Herbst, W. 

Hemphill, Noyes & Co 
Hodson & Co 

Hool Realty Co 
Hornblower & Weeks 
Huhn & Sons. 

Huth & Co 

Hutton & Co 

Hyne, Emerson & Co 


Johnson & Greene 
Jones, 


ee, Gustin & Co 
Leopold & Co 


Mayer & Co 

Megargel & Co 

WE & ‘Giles coc ncaccccvoccccaseness 
McKenna & Co 

Monterey Hotel 

Morris & Smith 


Newburger, Henderson & Loeb. 
Okmulgee Bldg. & Loan Ass’n 


Paine, Webber & Co 
Pforzheimer & Co 


Realty Asscciates Inv. Corp 
Ruskay & Co 


Spencer, Trask & Co 
Straus & Co., S. W 


Tobey & Kirk 


ported filler, 10c size. Sage. 

any five of these delightful- 

ly mild cigars, then either 

send $4.17 or return the 

rest at our expense. No 

charge for the five 

smoked. We'll take a 

chance of your 

enjoying them 

so well you'll 

order more. references. 

No money in advance. Send order today! 
DIAZ HAVANA CO., Manufacturers, 

Tampa, Florida. 


~ rated, give busi- 
ness connections or 








Exceptional Opportunity 


Oil royalty of 600 barrels a day. Will 
take approximately $1,300,000 to handle, 
to pay out in three years. Includes fee 
title, with coal and.all products. 


If interested, write for particulars 


Lease covering 225,000 acres in West 
Virginia with good oil production off- 
setting. Fine opportunity to get into 
oil business. Address: 


H. L. WOOD 
42 Broadway New York City 








W. G. SOUDERS & CO. 


Investment Bonds 


208 South La Salle St. 
Chicago, Ill. 


Grand Rapids 


31 Nassau St. 
New York 


Milwaukee Detroit 








SAFETY FIRST. 
The safety of Georgia farm 
mortgages is absolute. 7% 
and 8% aoe, = loan is 
made for over hal — 
valueof property. Titles in- 
vestigated and guaranteed. 
SESSIONS LOAN & TRUST CO. 

Mortgage Bankers 








PRUDENCE—BONDS 
Guarantee 6% per year to maturity and 
100% principal at maturity. Write for 
Booklet MW-136. 


REALTY ASSOCIATES 
INVESTMENT CORPORATION 


31 Nassau St., N. Y. City 


10% ments or lump sums; 


Safety; Real Estate Security; Tax- 
Exempt; State Supervision. 

Details. 

OKMULGEE BUILDING & LOAN ASS’N 
Okmulgee = Oklahoma 

















COMPOUNDED SEMI- 
ANNUALLY on invest- 
ments in monthly pay- 














STOCKHOLDERS LISTS 
in Over Two Thousand Corporations 
Write for catalog 


WM. JONES 
Auditors, Inc. 
116 Broad St. New York City 
Tel. Bowling Green 8811-8812 


CITIES SERVICE 
COMPANY 


Bankers Shares 
Monthly Distribution No. 27 

Henry L. Doherty & Company announce that the 
twenty-seventh monthly distribution of Cities 
Service Company Bankers Shares, —— June 
1, 1921, to holders of Bankers Shares of record 
May 15, 1921, will be 35% cents per Bankers 
share. 
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